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THE “DRAFT ON LONDON” AND TARIFF 
REFORM. 


It is evident that the question of the future fiscal policy of this 
country will be the main subject of discussion during the next 
few years ; and it is, therefore, important that its bearing on every 
side of our national development should be carefully considered. 
We have been warned in eloquent terms that our industries 
are decaying to an alarming extent—some of them “‘ going,”’ 
some of them already ‘‘ gone’’; that the loyalty of our Colonies 
is at stake, unless we institute preferential trade relations with 
them ; and that our only chance of salvation is to adopt a certain 
definite tariff, which will, we are promised, save us so many 
farthings on our weekly bills,.and solve the problem of the un- 
employed. Without going into the question as to whether these 
statements are borne out by facts or not, it would be interesting 
to consider whether it is solely by our manufactures and our indus- 
tries that we shall stand or fall, or whether we do not owe a great 
part of our pre-eminence amongst the nations to the fact of our 
also being the Bankers of the World. 

It seems to be assumed by the advocates of change, either that 
the permanence of our position in this respect is assured under any 
circumstances, or that it would not matter to us, as a nation, 
whether we lose that position or not. 

I propose in this paper to deal with only one element of inter- 
national finance—the Draft, or Bill of Exchange, on London, and 
to try to see how far its position would be affected by the changes 
proposed. As a matter of fact, I fancy the expression, and all 
that it implies, is probably better understood abroad than in this 
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country, and I doubt whether its importance in the world’s finance 
is realised by many in England, outside of those who come across 
it habitually in their business. Therefore, it may be better to 
begin by explaining what is generally understood by a Draft on 
London. This term is not usually applied in a technical sense 
to the drafts drawn from other places in this country, such as 
Liverpool or Manchester, on London. Nor does it include the 
drafts on demand, whether these drafts are drawn from England 
or elsewhere. The term in ,the banking world is habitually 
applied to drafts (other than:those on demand), drawn from 
abroad, and it is with these that I shall specially deal in this 
paper. I shall direct my remarks to a general examination of the 
services which these drafts render ; to an estimate of the amount 
of them now in circulation ; to a comparison of this amount, and 
the transactions it represents, with those of a previous generation ; 
and to a consideration of the prospects of a continuance of these 
instruments of commerce in the future. 

These drafts naturally divide themselves into two classes— 
those drawn on London for British account and those drawn for 
foreign account. The former would include those drawn against 
goods or produce sold to merchants or manufacturers in this 
country and those drawn against goods or produce consigned to 
this country for sale, and require no further explanation. The 
latter—the drafts drawn for foreign account—may be roughly 
divided into three classes—reimbursement drafts, blank drifts, 
and what I may perhaps call ‘‘ Stock Exchange ’’ drafts. 

As an illustration of a reimbursement draft, I would instance 
the case of a cotton-spinner in Russia, who buys 500 bales of 
cotton from a firm in New Orleans and instructs the shipper to 
draw upon his (the spinner’s) London banker a sterling draft at 
sixty or ninety days’ sight, against the corresponding shipping 
documents. These documents are delivered to the London 
banker against his acceptance of the shipper’s draft, and are for- 
warded by him to the spinner in Russia, who, in his turn, is 
under obligation to remit the amount of the London banker’s 
acceptance to him before it becomes due. To the uninitiated this 
transaction may appear a risky one, and to differ very little, if at 
all, from that which is the basis of a blank draft ; but the London 
banker differentiates strongly between them. In the case in 
point, he knows that the spinner, whose business it is to spin 
cotton, has got an additional supply of the raw material necessary 
for his business. It is a legitimate transaction on the part of the 
spinner, and the reasonable assumption of the banker is—an 
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assumption, which, of course, is not always correct—that the pro- 
ceeds of the cotton financed by him will be in the hands of the 
spinner in time to enable him to remit the money to London to 
meet the acceptance. This class of reimbursement business is the 
basis of by far the larger portion of the drafts on London for 
foreign account. 

Blank drafts are naturally permitted with much less readiness, 
and to a much smaller extent, than reimbursement drafts; and 
the London banker is careful in controlling, as far as he is able, 
that these facilities are used for a legitimate purpose. Thus, for 
instance, a merchant in Buenos Ayres has orders for the pur- 
chase of a quantity of hides, or of wool, for a European client, and 
is authorised by this client to draw for the cost, against shipping 
documents, on a London banker. But the Buenos Ayres mer- 
chant may have to pay for the produce some time before it is 
shipped ; or he may wish to protect himself against fluctuations of 
exchange before shipment. He then draws his blank draft at 
ninety days’ sight on his own London banker and remits him in 
due course the draft, or the proceeds of the draft, drawn against 
shipping documents. Or—to give another instance—a large dry 
goods merchant in New York, who is in the habit of selling on 
commission for account of an American manufacturer the goods 
he manufactures, is required by him to advance the proceeds of 
such sales in cash immediately the sales are made. These sales 
have been made on credit, and, in the busy season, when the 
trader buys his stock to meet the spring or autumn demand, the 
merchant finds it a convenience to raise the funds to pay the 
manufacturer by drawing blank drafts on his own London banker 
at three months’ sight, covering them in due course with the pro- 
ceeds of the sales he has made. It is obvious that the granting 
of such facilities is a matter of much discrimination on the part of 
the London banker. He has to watch and see, as far as he is 
able, that the facilities are only used legitimately ; for example, 
that the New York dry goods merchant does not renew his drafts 
with unerring regularity, irrespective of the season of his require- 
ments. Of course, the extent of this supervision will be regulated 
by the standing of the drawer of the bills. If the firm is of the 
highest standing, and of admittedly large means, very little notice, 
if any, will be taken of the use which he makes of the facilities 
placed at his disposal. 

The third class of drafts—which I call ‘* Stock Exchange ’’ 
drafts—are necessarily of 2 more spasmodic character, and the ex- 
tent of them is governed by questions of exchange, of the rate 
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of discount in London, and the value of money in the country 
where the drafts aredrawn. They are secured by the deposit, for 
account of the London banker, of securities of good character with 
ample margin. These securities may take the form of bonds or 
stocks (the more usual form), or of warrants for produce ; or, per- 
haps, in rarer instances, of bills of exchange in local currency. 
The amounts drawn are generally large, and the commissions, | 
regret to say, correspondingly small. 

I have, of course, by no means exhausted the business which 
drafts on London for foreign account may_represent. I have only 
endeavoured to give a brief outline of the general heads under 
which they usually fall. 

I may add that the accepting banker in London has always 
to be placed in funds—either in the shape of cash or bills of ex- 
change—before maturity of his acceptances. The principle is 
that the London banker lends his credit but not his cash; and 
it is only by the observance of this principle that the large amount 
of drafts on London, which undoubtedly exists, could remain in 
circulation. This constant remittance of money to London from 
other countries, in cover of engagements, creates, in its turn, a 
demand for fresh drafts on London. Even if the remittance takes 
the form of a cheque or cable transfer it will often occur that 
the cash against which the cheque or cable transfer is drawn will 
have been accumulated in London from the proceeds of previous 
long drafts on London. Thus it is evident that these engage- 
ments of London bankers for foreign account constitute a con- 
stantly recurring indebtedness of other countries to this country. 

It will be observed that the draft on London for British 
account—that is, against goods or produce sent to this country— 
differs in this respect from the draft for foreign account; as the 
former will be paid in due course by the proceeds of the sale of 
the goods and not by a remittance from abroad. 

The estimates of the amount of drafts on London in circulation 
at one and the same time, vary very much. This is only natural, 
for the data which we have to go upon are very slight. Indeed, 
the only figures which can guide us are those of the amounts re- 
ceived by the Inland Revenue from the sale of adhesive and im- 
pressed stamps on bills of exchange in each year. But these 
figures, as now given, do not enable us to form any definite 
conclusions. 

In the first place, the amounts received for adhesive and 
impressed stamps respectively are not separated. I may mention 
that all drafts drawn in the United Kingdom—whether drawn in 
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sterling on places in England, or in foreign currency on places 
abroad—have to be drawn on a form with an impressed stamp ; 
while adhesive stamps are applied to all so-called foreign drafts— 
that is, drafts drawn anywhere but in the United Kingdom, 
whether drawn in sterling on places in the United Kingdom, or 
drawn in foreign currency on a foreign country, and negotiated 
here. So that we are in no wise able to gauge from the figures 
given us whether an increase or decrease in the amount collected 
by the Inland Revenue is due to an increase or decrease of inland 
or foreign drafts. Further, no indication is afforded us of the 
number of stamps sold of each value. This adds to our difficulty, 
as the ad valorem duty is different for bills of less than £100 and 
for bills over £100. Again, these ad valorem duties themselves 
were completely revised in 1871, and then a few years ago a 
further alteration was made in respect of bills of exchange drawn 
abroad on a foreign country and negotiated here. 

Mr. Palgrave, in his Dictionary of Political Economy, men- 
tions that the amount of drafts in the United Kingdom running at 
one and the same time was estimated by Mr. Leatham, in 1841, 
at 135 millions, and by Mr. Newmarch, in 1856, at about 200 
millions. Mr. Palgrave himself, in 1872, estimated the amount 
at 300 to 350 millions, and stated in 1891, that he did not think 
there had been much alteration in recent years. Then, again, 
last year Mr. Tritton, relying on figures supplied him by the 
London Clearing House, estimated the amount of bills on London 
alone, running at one and the same time, at 110 millions, but 
admitted that this estimate was probably too low. I, myself, in- 
cline to an estimate of something less than 300 millions as the 
present total amount of drafts on places in the United Kingdom 
running at one and the same time. 

All such estimates, if based on the amount of duty collected by 
the Inland Revenue, must depend on the estimated currency of 
the bills. Mr. Tritton took as his basis an average currency of 
seventy days, and I myself (and much greater authorities than I) 
am inclined to accept this figure as approximately correct. If we 
adopt it, and assume an average ad valorem stamp duty of 1s. per 
cent., the amount collected by the Inland Revenue in 1902-3 
would indicate a total amount of bills in that year of 1,400 millions 
sterling, which, with an average currency of seventy days, would 
give a figure of 280 millions as the amount of bills running at one 
and the same time. 

When we try to divide the bills into inland and foreign bills, 
our difficulties become even greater. Mr. Palgrave estimated, in 
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his Notes on Banking, that the total amount of inland bills in 
1870-1 was 678 millions, and of foreign bills of all kinds 600 
millions. My own view, after most careful consideration and 
consultation with others, is that, of the total estimated amount of 
1,400 millions, something like 900 millions are foreign bills and 
500 millions inland bills. Assuming an average currency of 
seventy days, this would mean that of the 280 millions running 
at one and the same time 180 millions would be foreign bills and 
100 millions inland bills. 

Now, I wish to proceed a step further, and to try and find out 
what proportion of these foreign bills are drawn for English 
account and what proportion for foreign account. There are in 
London a number of firms—merchants, or merchant bankers— 
who make it their principal business to accept drafts on London. 
Some of these acceptances are no doubt for English account ; but 
I think it may be taken for granted that the greater number of their 
clients are foreign firms, and therefore that the greater proportion 
of their acceptances are for the financing of the transfer of goods 
or produce from one foreign country to another. What this pro- 
portion is it would be impossible to say ; but I am satisfied that, 
in the case of all these firms, the number of their English clients is, 
comparatively speaking, small. I am prepared to hazard an esti- 
mate of ten per cent. all round as the proportion of the accept- 
ances of these merchant banking firms for English account. 
Then there are certain of the Lombard Street bankers and 
Scotch bankers who have (if I may say so) poached on what 
we consider our preserves, and accept bills for foreign account. 
The total amount of the acceptances of these two groups I esti- 
mate at 350 millions per annum, which, with the seventy-day 
average, would give a regular currency of this form of acceptance 
of about 70 millions. 

But this is by no means all. During recent years we have seen 
the establishment in London of branches of great foreign institu- 
tions—German, French, Austrian, Swiss, and American—which 
accept sterling bills for account of their foreign customers. Then 
we have also the domiciled sterling bill—-that is, the bill drawn in 
sterling on a foreign banker abroad and accepted by him payable 
in London. What the total amount of these two forms of accept- 
ance may be it is impossible to say, but I fancy it is considerable. 
Taking all these factors into consideration, I am inclined to esti- 
mate the total sterling acceptances for account of foreign firms at 
500 millions per annum, out of the estimated total of 1,400 
millions. That is, the proportions I give are 500 millions for bills 
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drawn abroad on foreign account, 400 millions for bills drawn 
abroad on English account, and 500 millions for English, that is, 
inland, bills for English account. 

I believe that the amount of drafts on London for foreign 
account is now as large as, if not larger than, it has ever been. At 
any rate, I am satisfied that the proportion of such drafts to the 
total amount of drafts,on London has never been higher than it 
is at present. I believe there has been a decrease in the amount 
of inland bills. It is an admitted fact that a great deal of business 
in England that used to be financed by inland bills is now financed 
by bankers’ overdrafts. And I should not be surprised to learn 
that the amount of drafts on London for English account—-that is, 
against sales or consignments to England—is decreasing, as there 
seems to be a greater disposition to finance such imports by 
cheques or drafts on demand. 

But it may be argued that this increase in drafts on London 
for foreign account is only natural, as in the last thirty years the 
trade of the world has increased so enormously. The question is, 
does the draft on London hold the same pre-eminent position as 
a medium of exchange that it did a generation ago? Let us try 
and compare its position then and now. 

In the ’sixties and ’seventies of last century, there was prac- 
tically no recognised medium of exchange but the draft on London 
for the financing of the movement of goods or produce from one 
foreign country to another. ‘To-day this is no longer the case. We 
must admit that, in certain countries and in certain trades, drafts 
in marks on Germany, or in francs on France, Belgium, or Swit- 
zerland, have_now, to a considerable extent, taken the place of the 
sterling draft on London. I would give as instances, imports of 
hides, jute, cotton, &c., from India to the Continent, or wool, 
hides, grain, &c., from the Argentine Republic to Hamburg, 
Havre, or Antwerp, and of cotton, grain, and copper from the 
United States. In Calcutta, Buenos Ayres, or New York, drafts 
in foreign currency on foreign centres are negotiated without diffi- 
culty, although I will not say that the rates of exchange at which 
they are taken are always as favourable as those for sterling drafts. 

But this is only a natural development. The currency of these 
countries is now (except France) on a purely gold basis, which 
it certainly was not, in any one of them, thirty years ago, 
although it cannot yet be said that the bill on any of them is, as is 
the case in a sterling draft, equivalent to an order for so much gold. 
Further, the exports of all these countries have increased very 
materially, and this of itself would create a demand for remittances 
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on them. Again, the establishment in London, and in other 
countries, of branches of great foreign institutions, has un- 
doubtedly facilitated the negotiation abroad of these drafts on 
foreign countries. Thus, for instance, an exporter from the 
United States or Argentina is instructed to draw on a banker in 
Hamburg or Paris. Even if he is unable to find an importer who 
has to remit to these places, he is sure to find a banker or merchant 
who has an account with the London branch of a German or 
French bank, and is granted the facility of drawing sterling drafts 
on London against remittance to the foreign bank of the drafts on 
Germany or France. As there is always a demand for a draft on 
London, the negotiation of the foreign drafts is thereby facilitated. 

All these influences have undoubtedly—and naturally—tended 
to the increase of the drafts drawn abroad on foreign centres. It 
is perhaps interesting to note that the competition of these drafts 
is no new thing. Lord Goschen, in his Foreign Ezchanges, 
written in 1861, mentions that drafts on Bremen were frequently 
negotiated in New York, a fact which he rightly attributes to the 
increased exports from Bremen to the United States. 

Another point which must be taken into consideration is that a 
draft on London nowadays does not necessarily mean a draft on a 
london banker or merchant. Thirty years ago there were no 
branches of foreign banking institutions established in this coun- 
try. A draft on London in those days necessarily meant a draft 
on a firm or bank whose head office was in the United Kingdom. 
Now this is no longer the case. We have, as I have already 
pointed out, a number of branches of foreign banking institutions, 
all of the highest standing, established in this country, accepting 
drafts on London for their foreign clients. 

Then we have nowadays that hybrid bill of exchange, which I 
really do not know whether I ought to call a draft on London or 
not—-the sterling domiciled bill: that is, the draft in sterling 
drawn in a foreign country on a banker abroad, and accepted by 
him payable in London. This is certainly a growth of recent 
years ; and I gather that it is not infrequently met with, especially 
in the Indian and Australian trades. 

Thus we see that the draft on London has to a certain extent 
been replaced by the draft in foreign currency on a foreign centre, 
and also that the draft on London is no longer what it invariably 
used to be—a draft on a firm or banker whose head office was in 
the United Kingdom. 

Still, with all this, there are redeeming features in the 
situation. In the first place, it is to be noted that these foreign 
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currency bills to which 1 have alluded are, as a rule, only available 
for the movement of produce into the country on which they are 
drawn. ‘That is, a draft in marks on Hamburg, or in francs on 
Havre, or Antwerp, will finance produce to Germany, France, or 
Belgium, but to no other country. The principal exception to 
this would be Scandinavia, which for many years past has financed 
a portion of its imports through Hamburg. The merchant in Italy 
or Russia would not think of employing a banker in Hamburg,or 
Paris to finance by his acceptance in marks or francs his imports 
from India, Australia, or the United States. For this purpose the 
draft on London still remains supreme. 

Further, this foreign currency draft still finances only a certain 
portion of the imports to Continental centres, and in certain 
countries, such as Brazil and Chile, nothing but a sterling draft is 
readily negotiable. Then, again, there are certain countries— 
especially the United States—which find it impossible, except in 
isolated cases, and then at excessive rates, to finance their imports 
by their own currency drafts. I remember some years ago point- 
ing out to a prominent New York merchant, who was in the habit 
of importing Japanese goods by demand drafts on himself in 
American dollars, that the exchange at which these drafts were 
negotiated in Japan was one per cent. worse than that at which 
six-months’ drafts on London would be taken. In spite of the 
logic of facts, he was obstinate enough to stick to his existing 
arrangements, and I failed to secured his business. Further, the 
export trade of the Continent to the East and to America is still 
financed almost entirely through drafts on London. 

To sum up. The countries which have, to a certain extent, 
been able to dispense with the sterling acceptance, are Germany, 
France, Belgium, and, perhaps, Switzerland and the northern 
portions of Italy. But this only to a certain extent, and a large 
quantity of the imports of these countries is still financed by 
drafts on London. Further, if a Continental merchant imports 
coffee or tobacco from Brazil, or nitrate of soda from Chile, or 
cork or wines from Spain or Portugal, he would still habitually 
finance his imports through London. His direct exports, too, of 
manufactured goods to the East will still require a sterling accept- 
ance. Again, if he sells Indian jute to Argentina, or if he has 
a branch house in the East, and decides to ship rice from Burmah, 
or sugar from Java, to China or Japan, he would still apply to his 
London bankers to finance the transactions. And, to deal only 
with more prominent instances, it would not be too much to say 
that practically the whole of the imports of the United States, 
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except those from Mexico and the Republics of Central America 
(and, of course, also from Cuba, Puerto Rico, and the Philippines) 
are financed through London. The amount of America’s constant 
indebtedness to us on this account must be very large, and con- 
stitutes an important factor in the settlement of the apparently 
constant adverse balance of trade between us and that country. 

I will not dwell on the position of the draft on London with 
reference to other less important countries. In nearly all of them 
this draft is still the ruling medium of exchange. It may, indeed, 
be said that all the leading bankers, and most of the principal 
import and export merchants, in every country, still find it neces- 
sary or expedient to have banking facilities in London. 

Besides, the important functions which the draft on London 
performs as a direct medium of exchange between countries, its 
indirect use is still as great as ever. I came across a good illustra- 
tion of this recently in a pamphlet on foreign exchanges, by Mr. 
Ewing Matheson, of Leeds. He instanced the case of a three- 
months’ draft on London from Odessa against grain. This was 
remitted from Odessa to Bordeaux, to pay for an import of wines. 
Then it served as payment for an importation into France of 
woollen goods from Saxony. From there again it was sent to 
Amsterdam, to pay for a purchase of Java coffee, and was finally 
remitted to London by a Dutch Railway Company, to pay for a 
purchase of locomotives in Lancashire. Anyone who will study 
the endorsements on drafts on London will find that this is by no 
means an extreme instance of the uses to which it is put. 

I see no reason why, as long as the forces which contributed to 
create the demand for the draft on London in every country of 
the world continue to operate, this draft should cease to occupy its 
present pre-eminent position. These forces may be briefly summed 
up as follows :— 

(1) The fact that, since the resumption of specie payments in 
1819, we have been, and remain, the only free market for gold 
in Europe. Every buyer of a draft on London knows that, if he 
wishes it, he can always obtain payment in gold ; whereas, in the 
case of our two chief competitors—France and Germany—this is 
not so. The Bank of France, for instance, habitually charges 
an ‘‘agio,’’ or premium on gold for export; while in Germany 
any banker demanding gold for export at an inconvenient time 
would run the risk of an intimation that his action was displeasing 
to the authorities and must not be repeated. 

(2) The fact that our carrying trade is still the largest in the 
world. 
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(3) That we are the great moneylenders of the world. The 
constant remittance of freight and interest on foreign investments 
to London materially contributes to the demand for drafts on 
London. We are still the largest lenders of money to other 
countries ; but the increased expenditure of our municipalities, to- 
gether with the baneful influence of South Africa—first in 
tempting us, as a nation, to invest our money in its gold mines, 
which have yielded a fitful and inadequate return, and then in in- 
volving us in an expensive war--undoubtedly reduced for a time 
our available resources for this purpose. 

(4) The fact that we are habitually the cheapest money- 
market in the world. This is of great importance, because the 
rates of exchange which govern the price of long drafts on London 
in foreign countries are based on the value of money here. The 
primary idea, when a draft on London is negotiated abroad, is that 
it will be sent by first post to London and discounted there. That 
for a short period recently money has been dearer here than in 
other centres is to be attributed (as Mr. Chamberlain was in- 
formed at his Guildhall meeting) to the effects of the South 
African war. 

(5) The fact that, in spite of all the gloomy prophecies we 
have lately heard, our trade still remains ahead of all competitors. 
Our exports of manufactures are larger than those of any other 
country ; and, if we add our exports and imports together, our total 
trade is nearly equal to that of any two of our competitors. This is, 
after all, the most important factor: and it is the total volume 
of our trade—not only our exports but our exports plus our im- 
ports—which makes the draft on London so readily negotiable, 
and, therefore, so much in demand. It is a well-known fact that, 
if you have only buyers, or only sellers, of a particular commodity 
or security, the market in that article will always be a limited one. 
It is, for instance, not only the enormous amount of Consols_ but 
the constant selling as well as the constant buying of them which 
makes them the freest market of any stock and, therefore, a 
favourite investment for the foreigner as well as the Englishman. 
It is the same with the draft on London. The enormous supply 
(due to a great extent to our imports), as well as the constant 
demand for it (in payment for our exports), makes it the favourite 
form of international exchange. 

It would, indeed, be hardly too much to say that the extent 
and universality of the employment of the draft on London may 
be taken as the measure of the importance of London as the 
banking centre of the world. 
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But, it may be argued, how does all this help the British 
manufacturer, or the British working-man? Admitting the ad- 
vantage of the prestige which it gives us, is it any direct advantage 
to the internal trade of the country? Does it help to provide more 
employment ? 

In the first place, 1 would say that the favourable rate of ex- 
change, at which drafts on London are negotiated abroad, must 
have some effect, however slight, on the price of food-stuffs and 
of the raw materials for our manufactures, of which the greater 
part of our imports consists. This will also have a similar effect 
on the demand for our exports. A foreign merchant, for example, 
in considering the offers of goods from an English and a foreign 
manufacturer, would be inclined, at ‘equal prices, to accept the 
offer from that country to which he knows he can remit payment 
with the least trouble and cost to himself. Secondly, if it be 
admitted, for the sake of argument, that my figures as to the 
average circulation of the drafts on London, drawn for foreign 
account, are approximately correct, they would indicate that 
foreigners have to remit to us daily about one-and-a-half millions 
sterling to meet acceptances given for their account. The ex- 
perience of every one connected with this business will, I think, 
bear me out in saying that, as a general rule, these amounts are 
remitted to London a few days before maturity of the correspond- 
ing acceptances. lf we assume that this average anticipation is 
only three days, this would mean that the London market has 
the regular employment of between four and five millions of money 
’ which it would not otherwise have. As the short loan fund of 
London is estimated at between 60 and 70 millions, it will be seen 
that this amount of four to five millions bears a not insignificant 
proportion to the total, and that its presence must contribute 
materially to the comparative cheapness of money in London. I 
need not touch on the importance of cheap money to the trade 
of the country, nor need I point out what the effect would be of 
any serious and permanent diminution in the amount of this 
foreign money which is constantly being remitted to us in payment 
of acceptances for foreign account. 

One word more. We have seen that the chief influences 
which have contributed to the pre-eminence of the draft on 
London have been the importance of our shipping, of our foreign 
investments, and of our great trade, both in exports and in im- 
ports. What would be the effect of tariff reform on these 
influences? One of its main objects, as I understand it, is to 
encourage home industries ; to enable us to increase the produc- 
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tion, by manufacture or cultivation, of many articles of which we 
at present import considerable quantities. It appears to be 
argued that the decrease in our imports, which would be the 
inevitable result of the success of tariff reform, would not be 
accompanied by a decrease in our exports ; indeed, it is confidently 
predicted that these latter will increase. I do not believe this is 
possible. Decreased.importation must, in my opinion, be followed 
by decreased exportation. We cannot over a period of years in- 
crease or decrease our imports (in which are included our foreign 
investments), without a corresponding increase or decrease in our 
exports (in which are included our income from foreign invest- 
ments, our earnings from freight, &c.). The balance is bound to 
adjust itself in course of time; and the result of this adjustment 
would be a decrease in the total volume of our trade. That is, the 
supply of and demand for drafts on London would be on a 
diminished scale. 

Similarly with our foreign investments. We have only a cer- 
tain amount available in each year for investment—namely, the 
balance of income over expenditure. If, through tariff reform, 
there should be a considerable increase in our home industries, 
there would be an increased inducement for capital to invest in 
them. An increase of our home industries is, of course, a matter 
for congratulation, provided it is due to natural development and 
not to the artificial fostering of industry. But it will reduce the 
amount of money invested abroad. There will therefore be a 
smaller amount to be remitted to England every year for interest, 
and, consequently, a decreased demand for drafts on London. 

Similarly, again, with our shipping. A decrease in our imports 
would mean that foreign shippers would not have to pay for so 
much freight room on English ships returning to this country 
from abroad ; and the demand for drafts on London in payment of 
freight would decline. I only hope that the British shipowner 
will be philanthropic enough not to charge a higher freight for our 
exports to foreign countries, to compensate him for having to 
return in ballast. 

Thus, it appears to me, tariff reform would mean a decline in 
our exports and imports, in our foreign investments, and in the 
earnings of our ships—a decline, that is, in the influences which 
have mostly contributed to make us the bankers of the world. Our 
banking, as well as our trade, would become more insular and less 
international. 

But we are urged to ‘‘ think imperially’’-- that is, to adopt a 
system of preferential trade with our Colonies. On this subject I 
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will content myself with quoting Mr. Schuster’s words in his 
address to the Institute of Bankers :— 

‘Ts not the best we can do for our Colonies the maintenance 
of our pre-eminent position as the centre of the world’s commerce, 
and as the clearing-house of the world, of our ability to supply 
them with cheap capital, cheap manufactures, and economical 
means of communication ?’”’ 

I cordially endorse these words, and may add that I cannot but 
view with apprehension the possible effect on the sentiments of the 
Colonies to the Mother Country of a decrease in our ability to pro- 
vide them with the facilities to which Mr. Schuster refers. 

It must be borne in mind that we owe our present position as 
the bankers of the world, with all that this means, to the inter- 
national character of our trade. We are constantly importing 
from and exporting to every country in the world, and therefore 
every country must necessarily have banking transactions with us. 
Under a system of preferential trade with our Colonies, it is, of 
course, possible that the extent of our total trade may in the long 
run become greater than it is at the present moment; but, if so, 
this will be by the increase of our Colonial at the expense of our 
foreign trade. Should this take place, the financial importance 
of this country as the world’s bankers would inevitably decline, 
and we should lose the prestige which this position carries with it. 
This we should all deplore, for I feel sure that we all agree that 
our position as the clearing-house and the bankers of the world is 
as much a national asset as our Navy and our Colonies; and we 
are all desirous of maintaining the one equally with the others, as 
factors in the national welfare. 

FREDERICK HouTH JACKSON 




















THE EFFECT OF PROTECTION ON SOME GERMAN 
INDUSTRIES. 


I. 


WHEREVER a policy of Protection has been introduced, the 
argument of its supporters has been that the general interest of 
the nation would be benefited. But theory and experience show 
that it has been everywhere impossible to enrich by Protection all 
classes of the nation in the same degree. Whilst everywhere some 
classes are really or apparently favoured by Protection, other 
classes must pay for the policy. German experience does not 
fail to confirm this statement. 

The official programme of fiscal policy in Germany, both as 
for custom duties and as for rates of State railways, has, since 
1879, invariably been Protection of national labour. The degree 
of Protection has varied until now, but not the principle. 

The so-called ‘‘infant industries ’’’ argument, i.e., temporary 
protection for young and not yet fully developed industries, cannot 
have any authority in Germany’s actual state. Even in 1879 
Germany was no longer a mere agricultural State wanting capital 
and industrial activity. Already, in 1879, the greater part of 
Germany’s exports were manufactured goods ;! the greater part 
of her imports were food and raw materials. In such a phase of 
development, supporters of Protection could not gain a majority 
save by an alliance between certain agricultural and industrial 
classes of great political influence. The leaders of the compro- 
mise were, and are now, producers of iron and yarn. 

1880, 1902. 

es at, 3 1 

without bullion. a? 2892, 9 million mks. 4677, 8 million mks 
Exported articles manu- | 


factured and partly } 
manufactured ... aay 1933, 9 - 3089, 0 


Cf. Stat. Jahrb. f. d. Deutsche Keich., 1889, p. 71, and 1903, p. 97. Caution 
is needed, however, in comparing statistics of 1880 aud 1902. 
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It would have been absurd to proclaim an ideal of total seclu- 
sion from international intercourse. Even the prominent leaders 
of Protective policy were, in 1879, not at all inclined to renounce 
exports. The programme of Prince Bismarck’s fiscal reform in 
1879 was similar to the present programme of British fiscal 
reformers :— 

(1) Duties on food. 

(2) Free Trade in raw materials. | 

(3) Duties on articles manufactured, or partly manufactured. 
The more national labour a commodity contained the higher ought 
to be the duty which protected it against foreign competition. 

Custom tariffs and railway tariffs! were adapted to suit Bis- 
marck’s ideal: (1) To render difficult cheap importation of such 
articles as could also be produced in Germany; (2) to cheaply 
supply Germany with such articles as did not compete with 
German products. At the same time special care of exports was 
taken by treaties of commerce, according to different methods, 
however, under Bismarck and Caprivi. As in old mercantilist 
times, some bounties on exportation, viz., of spirits and sugar, 
were added to the system. So, too, a bounty,? since 1894, specially 
disguised, for the export of corn. Extraordinarily low railway 
rates, moreover, were introduced to favour the export of many 
commodities. 

It is very uncertain whether a tariff of universal Protection 
would have efficiently protected anybody. In order to be efficient 
Protection must be concentrated upon some articles. Not all 
agriculturists could realise their demands for Protection. Flax 
and wool remained free of duties. Nor do even all corn producers 
profit by the duty of corn. The small producers of corn who do 
not sell corn * cannot be benefited by the duty; but even great 
corn producers in the East did not always get enhanced prices in 
years of rich crops, until, in 1894, export bounties were intro- 
duced for their advantage. 

It is much easier to be understood that a Protective policy 
could never benefit the industrial interest taken as a whole. There 
are several stages of manufacture in every industry, e.g., produc- 
tion of pig-iron and steel, production of bar-iron, wire, plates, and 





1 As to the railway tariffs, vide Schriften des Vereins filr Socialpolitik, 
Bd. 89. 

2 The so-called ‘* Aufhebung des identitiits-nachweises.”’ 

* Count Caprivi estimated that 69 per cent. of all landowners do not produce 
corn for sale, and Prince Hohenlohe estimated that only 4 millions of the German 
population are interested in high corn prices. Cf. Schriften des Vereins fiir Sociai- 
polittk (Lotz), Bd. 92, pp. 134 and 148. Leipzig, 19U1. 
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nails; or cotton spinning, cotton weaving, and hosiery. The 
effect of Protection on these different stages of production is not 


at all the same. 
FE. 


Those who convert raw materials into articles partly manu- 
factured may derive, in certain cases, great profits from Protec- 
tion. As consumers of raw materials like wool, cotton, iron ores, 
they are nearly in the position of Free-traders ; as sellers of their 
produce they hope to get an extra bonus in the home market by 
the absence of foreign competition. They can buy in the cheapest 
market, and sell in a market with artificially high prices. These 
people derive profit from the protective system as long as certain 
conditions are fulfilled : 

(1) That the exported portion is not very great if compared 
with the portion sold on the home market. 

(2) That taxes on food do not press very heavily on their 
operatives. 

(3) That over-production does not demoralise prices in the 
home market. 

(4) That other monopolists, like coal and coke producers or 
land owners,' do not take away too great a portion of the benefit 
derived from Protection. 

Not always, since 1879, have all these conditions been fulfilled. 

However, it must be observed that the proportion of exported 
produce is not so great in these early stages of production as in 
the later ones. In 1879 Germany produced and exported as 
follows : 


Produced. Exported. 
Value in Value in 
millions millions 
of mks. of mks. 
PUSS cs. svem Seterse aden von OMe 72 
Half-finished iron and steel 
WDMONG; GOr es. ces tas ese ee EEE 3°6 
WeiGiicc., oss. ASS eos ee ee en ee 26°5 
Nc hase SP Ri aged una ee 63 
Some other iron and steel 
OUGIS.- ds a tc ie Oe SS 194°5 


(See Von Scheel, Die deutsche Volkswirtschaft am Schlusse des 19 Jahrhunderts, 
Berlin, 1900, pp. 203, 205. Corresponding results are shown there for textile 


manufactures, ) 





1 Mive owners are in Germany not protected by custom duties. But the freight 
policy of the State railways and the Prussian mine law has facilitated the formation 
of powerful syndicates. The coal syndicate is now the backbone of all protectionism 
in Germany. In self-defence the Prussian Government must aim at buying coal 
mines in order to render the State, as consumer, independent of the powerful 
monopolists. 

No. 56.—VOL. XIV. NN 
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III. 


Much more difficult becomes the position of the producers of 
finished goods, and generally speaking of all manufacturers who 
do not themselves own raw materials, and must buy in the home 
market, or from abroad, at prices enhanced by the Protective 
system. Protectionists often repeat Bismarck’s famous question, 
Who is the consumer? In this instance we see producers who 
suffer as consumers of yarn, iron, steel. Under Protection they 
are .worse off than under Free Trade. They are deprived of the 
advantage of buying in the cheapest market. And they are not 
in all cases able to make up, for the higher price they paid, by 
selling their own produce at enhanced prices. 

The principle that raw materials ought to be imported free of 
duty, benefits only the spinner and the blast furnace owner, but 
not their customers, the weaver, engineer, electrician. As far as 
they buy articles partly manufactured, their materials are not so 
cheap as under Free Trade. The effect is the same whether 
they buy at high prices in Germany, or import foreign dutiable 
articles like yarn or iron. 

Producers of finished articles suffer like all industries, if the 
effect of agricultural Protection presses upon their operatives. 
But they suffer much more than other people in two cases : 

(1) If the producers of raw materials and of articles partly 
manufactured practise dumping abroad, and furnish German coke 
and steel at preference prices to foreign competitors of German 
producers of finished articles. 

(2) If it is not possible to derive profit from Protection by 
selling finished articles at relatively higher prices. Those 
who furnish German State railroads with manufactured iron 
and steel contrive very often to get higher prices than under Free 
Trade conditions. Then their surplus prices in the home market 
are paid by the public, finally by the consumers of railway 
services, or eventually by the tax-payers. But only those who 
can form cartells, and sell to the State or to municipal corpora- 
tions, enjoy in full safety these advantages at the public expense. 
Generally not all manufacturers of finished goods get in the home 
market higher prices corresponding to the custom duties. 
Certainly they do not get higher prices abroad. Generally the 
proportion of export is much greater in finished articles than in 
raw material and half finished goods. Whilst German statis- 
ticians estimate that in general one-fourth of Germany’s 
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industrial production is exported, some branches of producers of 
finished articles send more than 50 per cent. of their produce 
abroad. In 1897 the production in some textile goods 
(‘‘ gemischte Webwaren’’) had a value of 114°9, the export of 
83°5 million marks. Analogous are the proportions of export in 
the hosiery trade, and.some branches of manufacture of iron and 
steel goods.! 

Manufacturers who produce specialities, small articles, or very 
complicated products like machines, have great difficulty in form- 
ing cartells. Their intelligence and technique are often superior 
to many foreign competitors. They do not want Protection for 
themselves. They cannot derive extra prices from the home 
market, even with protective duties, and they cannot practise 
dumping abroad. Really they are curtailed by Protection. 


IV. 


Perhaps it will be convenient to illustrate these phenomena 
by the example of the stronghold of German Protectionism, i.e., 
the iron and steel industries. 

There are two widespread fallacies which are refuted by 
recent special investigations 2 on the German iron industry :— 

(1) That the great progress of iron producing in Germany 
(1881, 2°9 million tons, 1901, 7°9 million tons) is especially due 
to the Protective system introduced in 1879, and that an equal 
increase will be observed everywhere after Protection has been 
introduced. 3 

(2) That all Protective railroad rates and customs tariffs must 
at all times enhance the price of products on the home market 
according to the Protection granted. 

In the first decade after 1879 iron and steel producers very 


1 Cf. Schriften d. Ver. f. Socialpolttik, Bd. 92, p. 184. 

2 Vide Theod. Vogelstein, Die Industrie der Rheinprovinz, 1888-1900. Ein 
Beitrag zur Frage der Handelspolitik und der Kartelle. 47 Stiick der Miinchener 
Volksw. Studien, 1902, Stuttgart and Berlin. Schriften des Vereins fiir Social- 
politik, Bd. 106: Stérungen im deutschen Wirtschaftsleben wiihrend der fahre, 
1900 ff. (Montan- und Eisenindustrie), 1903, Leipzig. Kontradiktorische Verhand- 
lungen iiber Deutsche Kartelle. Heft 1 ff. Berlin, 1903-1904 bei Frz. Siemenroth. 
Lujo Brentano, Dte beabsichtige Neuorganisation der Deutschen Volkswirtschaft, 
Siiddeutsche Monatshefte, 1904, Miinchen, p. 254 ff. H.G. Heymann, Die gemischten 
Werke im deutschen Grosseisengewerbe. Ein Beitrag zur Frage der Konzen- 
tration der Industrie. 65 Stiick der Miinchener Volksw. Studien, 1904, Stuttgart 
u. Berlin. André E. Sayous, La crise allemande de 1900-1902. Le charbon, 
le fer et l’acier, 1903, Paris and Berlin. Cf. also ‘ British and foreign trade and 
industry. Memoranda, statistical tables and charts prepared in the Board of 
Trade, &c.,” 1903, London, p. 296 ss. (in this part chiefly compiled from Sayous). 

NN 2 
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often failed to enhance the inland price corresponding to the 
duties, and why? In the beginning of the Protective era there 
was a chronic over-production. A great technical revolution, the 
basic process of steel production, gave an opportunity for convert- 
ing the phosphoric iron ores of the ‘‘ minette’’ region,! which 
were until this time nearly valueless, into very excellent iron 
and steel. The expansion due to the introduction of the Thomas 
process is the first phase of the Protectionist era. Since an un- 
organised production demoralised prices, the pig iron producers 
learned that cartells would enable them to profit to the fullest 
extent by the accorded Protection in the home market. In 
December, 1886, the blast furnace owners of Rhineland-West- 
falen reconstructed their syndicate.? 

The formation of syndicates has, since this time, made enor- 
mous progress. But it is much easier for the 108 blast furnace 
works (number existing in 1901) and for the few great steel works 
to form syndicates, than for those who work iron and steel into 
finished articles. The number of works producing small iron 
articles is 3,755, the number of machine factories 4,011.3 Mono- 
polising syndicates are the more difficult the more numerous works 
are, and the more the intelligence and skill of workmen and fluid 
capital influence the result. The greatest success is obtanied 
by syndicates where a natural monopoly and a small number of 
works facilitate the coalition. Coal and iron producers and steel 
works contrived to monopolise the German market. But those 
rolling mills which do not control iron and coal mines, and 
do not own blast furnaces and steel works, got a very bad position 
as buyers from German monopolists. One of them, Fabrik- 
besitzer Springmann-Hagen, complaining of the practice of 
dumping practised abroad by the producers of half-finished iron, 
assured the cartells commission that he was an adherent of the 
Protective system, but he added: ‘‘ I] am very sorry that I must 
say : you have demanded protection of your national labour, and 
we did not grudge it, but you have deprived us, your loyal 
customers, of the protection of our national labour by your practice 


1 Phosphoric iron ores, the so-called ‘‘ minette ores,” are spread from Luxem- 
burg through Lothringen into France. The iron ores of Lothringen are estimated 
to be 3000 millions of tons, those of Luxemburg 123 millions of tons, vide Schriften 
d, Ver. f. Socialpolitik, Bd. 106, p. 4. 

2 Cf. Heymann, |. c. pp. 150-151. 

3 Cf. Kontradiktorische Verhandlungen wiber Deutsche Kartelle, Heft 5, p. 110, 
114 (edition Siemenroth). 

4 Cf. Kontrad. Verh. iib. Deutsche Kartelle, Heft 5, pp. 4, 48, 247; Heft 6, 
pp. 374, 380, 443, 457, 463, 559. 
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of dumping.’*! ‘The complaints of ‘‘ mere rolling works ’’ without 
production of iron and steel are nearly of the same desperate 
tune as the complaints of a wholesale coal merchant, Mr. 
Vohwinkel, who harangued the coal syndicate: ‘‘ Ave, Cesar, 
morituri te salutant.’’ ? 

And needle works, machine works, electrical industries, must 
acknowledge that they obtain no profit at all from the Protection 
granted to them. ‘They only want Protection because iron and 
steel, their materials, are made dearer by the influence of duties 
and syndicates. 

Nevertheless, it is to be observed that up to date the machinery 
and electrical industries have made enormous progress. But 
this is not due to Protection, which did not very efficiently 
influence these industries—it is due to inventions and technical 
skill. These ably-guided industries, the pride of Germany, would 
perhaps be better off under Free Trade. They do not always 
succeed in selling in the home market at enhanced prices, which 
compensate the high price of materials. They are interested in 
exports, but they cannot practise dumping abroad like producers 
of finished iron. But, instead of supporting Free Trade, they 
fancy themselves obliged to help the Protectionists. Their argu- 
ment is that protected iron works and monopolised coal mines 
are better customers for machinery, electric installations, &c.* 

These arguments will be easier understood if we remember 
that the chief earners of the profits of Protection, the great coal 
and steel works, have made enormous technical progress during 
the last seven years. New. deposits of coal in Germany were 
exploited, valuable ores in Lothringen and Luxemburg were 
acquired, works increased their production, and gave great orders 
to the home market. New inventions‘ revolutionised technical 
methods. Up to now stagnation or retrograde movement cannot 
be observed among the chief earners of the profits of Protection 
in Germany. 

But this fact is not due to Protection or syndicates, but to other 
causes. The special feature of the last years is the stupendous 

1 Cf. Kontradikt. Verh. iib. deutsche Kartelle, Heft. 6, p. 564: ‘* den Schutz der 
nationalen Arbeit, den Sie fiir sich in Anspruch nehmen, und den wir Ihnen auch 
gerne geginnt haben, den haben Sie uns, Ihren treuen Abnehmern, mit diesen 
Unterbietungen genommen.” 

2 Cf. Kontradikt. Verh. Heft 1, p. 229. 
3 Interesting discussions, vide Kontradikt. Verhandlungen, Heft 5, p. 351-353 ; 
Heft 6, p. 373. Vide Die Nation, Berlin, 1904, Nr. 50, 51; J. Kollmann, ‘“ Die 


Schidigung der Maschinen industrie durch die Kartelle.” 
4 Vide Schriften des Vereins fiir Socialpolitik, Bd. 106, pp. 22, 23. 
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rise of what we call the self-contained or mixed concerns, com- 
binations in the vertical sense of production. 

The great independent concerns owning coal and iron mines, 
blast furnaces, steel works, rolling mills, &c., are now the richest 
and most influential people in Germany. They have dominating 
influence in the syndicates. 

The big combines are favoured in the iron industry by technica] 
factors, but the process has been hastened by the effects of Pro- 
tection. Big works owning coal and iron mines, steel furnaces, 
and rolling mills, and beginning more and more to manufacture 
bar iron, sheets, plates, &c., from their own materials, crush 
down other rolling mills, which work bought steel with bought 
coke. In times of rising prices the independent works, by con- 
trolling syndicates, can raise prices of steel and other half-finished 
articles, so that the competing producers of finished articles must 
buy their materials dear. In times of falling prices the indepen- 
dent ‘‘mixed’’ concerns in 1901, 1902, dumped their steel 
abroad, and sold it at high prices in the home market. At the 
same time they sold bar iron at the lowest prices in Germany and 
abroad, and robbed thereby their German competitors of the 
margin of profit. The margin between half-finished iron and bar 
iron diminished from 31°15 mks. in 1896 to 12°25 mks. per ton 
in 1901 and 14°35 mks. per ton in 1902.1 The competitors of the 
big works are their customers. By the effect of monopoly 
in the home market, which was favoured by railway 
and custom tariffs, the producers of coal and_ steel, 
especially the big ‘‘mixed’’ concerns, exercise a_ political 
and social superiority over all specialised producers of 
finished articles. The latter have become very respectful and 
obedient clients of the most favoured men in the Protectionist 
system. Nevertheless, the number of workmen employed by 
the industries of finished iron products is estimated to be thirty 
times greater than the number of hands employed at the blast 
furnaces.” A policy of protection of national labour had the effect 
of protecting a small minority. The policy of protection of the 
national interests ends in a policy of high prices at home,’ and 
dumping of half-finished iron abroad. The German producers 
of finished articles ask emphatically the big steel works : ‘‘ Please 
treat us as if we were foreigners.’’ * 


1 Cf. Kontradikt. Verh. Heft 5, p. 60; Heft 6, pp. 495, 496. 
2 Kontradikt. Verh. Heft 6, p. 503. 

3 Vide as to prices Schriften d. Vereins fiir Socialpolitik, Bd. 106, p. 61, 
+ Kontradikt. Verh. Heft 6, p. 518: Direktor Schmieding-Barop, 
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Germany has made the experiment of a policy of new mercan- 
tilism. Nearly all the observations of Adam Smith about English 
mercantilism of the eighteenth century now apply to Germany.? 
Supporters of the actual German policy of Protection would 
be consistent, if they would use their great infiuence to 
prohibit Adam Smith’s works. The new mercantilism may be 
characterised by two facts which have come to light in the last 
few years. 

The first fact is the development of private bounties on 
exportation. Those who buy coal, iron, steel, in Germany, and 
work it for export into finished articles, would be able to compete 
everywhere abroad, if Germany enjoyed Free Trade. But they 
cannot sell finished articles abroad at Free Trade prices if they 
buy their materials at home at monopoly prices, due to the Pro- 
tective system. They want a bounty, a sort of private drawback, 
corresponding to the enhancement of the prices of their materials 
in the home market. Mr. Th. Vogelstein reported, 1902,? that 
at this time wire rolling works received an export bounty of 
15 marks per ton, and that the syndicates of coal, pig iron, and 
half-finished steel and iron contributed each 5 marks to this 
bounty. But this bounty was only accorded for 50 per cent. of the 
bought amount, and it only compensated the enhancement of the 
German prices of materials. It did not give a special profit. 
From July until September, 1904, according to newspapers,? the 
coal syndicate, the new-formed steel syndicate, and the Sieger- 
land pig iron syndicate granted a contribution from their profits 
by a bounty of no more than 


Marks 1:50 per ton of coal. 

486 ,, 4, pig iron. 

1250 ,, ,,  Wweiches Halbzeug. 
20— ,,  ,,  Formeisen. 


9? 
9? 


+) 


Those who work these materials are watched to see whether 
they really export their products or not, and the coal syndicate 
announces that such bounties, after 1904, will only be given to 
producers forming themselves into syndicates. Those who will 
not or cannot organise in syndicates, will be heavily damaged, 


1 Vide W. Lotz, Sonderinteressen und Wissenschaft einst wnd jezt. Berlin 


1902, 
2 Cf. Vogelstein, 1. c. p. 82; vide also Schriften des Ver. fiir Socialpolitik 


Bd. 106, p. 60. 
3 Vide Frankfurter Zeitung, 14th July, 1904. Butit is added that the bounty 


can be refused to such works as bay some iron from iron-producers who are not 
members of the iron syndicate, 
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unless the plan is changed. Generally speaking, the producers 
of finished articles like machinery and small iron goods are 
scattered about and very numerous. Therefore a good many of 
them would be unable to form syndicates, even if they should 
wish to do so. 

But even those who form syndicates and get export bounties 
are not made happy by them. They are dependent upon those 
who supply them; their margin of profit is controlled by them ; 
they are very humble and anxious not to displease the mighty 
monopolists favoured by government and legislation. 

Another fact which caused a great sensation was ascertained 
some years ago. Shipbuilding for sea ships and for the use of 
the inland navigation is done under very different conditions in 
Germany. Since 1879 sea-shipbuilders are exempted from duty 
on all the materials they use. They are not obliged really to 
buy all materials from abroad. Since they enjoy a special Free 
Trade privilege, the German coal and iron producers offer to 
furnish the sea-shipbuilders with German products at Free Trade 
prices. 

Up to now, on the contrary, the builders of Rhine vessels have 
not enjoyed the privilege of buying materials free of duty. So they 
observed that their rivals, Dutch shipbuilders, bought German 
iron cheaper than they did themselves. Holland, without 
mentionable production of iron, became a successful competitor 
to the German ship-builders at Ruhrort. But for the iron 
needed, the construction of a Rhine vessel was about 6,800 to 
7,500 marks cheaper in Holland than in Germany.! 

Nobody can praise this paradoxical protection of national labour. 
Perhaps some of the most striking anomalies will ultimately dis- 
appear. The plan of the Protectionist leaders is, that the steel 
syndicate will control both export and home market, and prevent 
German materials being furnished to the competitors of German 
producers of finished products at prices which ruin German labour. 
The plan is that the producers of finished articles should form 
also syndicates, and be subventioned by the syndicates of the raw 
materials and half-finished iron. At the same time, the big self- 
contained concerns tend to work more and more their own steel 
into finished articles. But it is more than doubtful whether this 
programme can be fulfilled. 


1 Report of the Chamber of Commerce of Ruhrort, 1900-1901, Erster Theil, p. 75. 
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Indeed, serious dangers are imminent from the effect of this 
Protective railway and customs policy upon prices. Free Trade 
taxation in England is now blamed by some prominent men as a 
‘* profitless ’’ taxation: Germany’sactual policy is not at all a profit- 
less fiscal policy. But the profits go into the pockets of great 
independent works, of monopolists of raw materials, and of pro- 
ducers of articles partly manufactured. By and by the position 
of those who do not want Protection, t.e., of the producers of 
finished articles, is degraded. 

The process of differentiation is checked, integration is arti- 
ficially hastened. 

Dangers arising from a development which hampers the exist- 
ence of industries of finished articles would be less pernicious for 
young countries like America. But the consequences of this new 
mercantilism are most serious for countries of old civilisation like 
Germany. 

What is the natural advantage of densely-peopled countries of 
old civilisation, and wherein consists the superiority of their pro- 
duction? The superiority of old countries cannot for a long time 
be founded on the interests of the ‘‘ extractive industries ’’ or pro- 
ducers of raw material and half-finished articles. The superiority 
consisting in rich natural deposits is the special advantage of coun- 
tries thinly-peopled, and not yet fully developed. Neither Eng- 
land nor Germany can compete with the natural wealth of the new 
world. But an old country like Germany, without the effect of 
Protection accorded to the first stages of production, would have 
a natural advantage in finished articles, in all such branches 
as require a cheap rate of interest and specialisation, skill, long 
training of workmen. 

The new mercantilism enhances relatively the price of food 
and of the materials indispensable for producers of finished articles. 
Some are exempted from these consequences, viz., the big self- 
contained concerns which do not buy any materials in the mono- 
polised home market. But these independent concerns cannot 
contrive to do all the work which specialised industries have 
successfully done. The specialised industries of finished articles 
have contrived to adapt themselves to the varying demand of the 
world-market, and have been obliged by competition at home and 
abroad to adopt promptly all new methods of progress. 

The big monopolists cannot do the same work. They have 
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endangered the existence of their best German customers by de- 
manding high prices at home and low prices abroad. ‘They con- 
trol the exports of their German customers. Indeed, in many 
cases they lessen the possibility of continuing exports for pro- 
ducers of finished articles. The system tends to deprive the best 
men of the advantages of free and independent action. 

Syndicates and trusts, it may be said, exist everywhere. Whilst 
in Free Trade countries they must look for economising in cost 
of production, the German Protected syndicates look for the 
highest possible prices, which Protection allows. 

Really, it is a battle between producers of finished articles and 
producers of bulky materials. The latter are favoured, and the 
former are at the mercy of the monopolists. 

The new mercantilism—this is the result.observed in Germany 
—tends to level the natural difference between countries of old and 
new civilisation. Perhaps responsible statesmen who further Pro- 
tection and monopolies do not aim at this object. But the effect 
is to deprive countries of old civilisation of the only natural advan- 
tage which they would possess if competing under Free Trade 
conditions with the new world : superiority in cheap production of 


finished articles. 
W. Lotz 














THE PROBLEM OF HOUSING! 


For the last two years I have been continuously engaged, as a 
Commissioner, in studying the phenomena of the Housing of the 
Poor, and the problems which arise therefrom, as presented in the 
evidence laid before the Glasgow Municipal Commission. It is, 
perhaps, appropriate that I should draw upon the experience thus 
gained for the substance of my address to-day. 

The problem of housing in Glasgow is, in broad outline, very 
much the problem of all large centres of population and industry. 
The city grew up, without a plan, in days when the laws of public 
health were little understood or cared for; when there was little 
municipal control and little thought for the municipal future. It 
has now to undo its mistakes. 

Fifty years ago people had not, I think, a very keen sense of 
smell; certainly they did not associate bad smells with danger to 
health. They did not regard the darkness of the narrow street 
and the narrow window as objectionable. If I may trust my 
early recollections, as one who has lived in Glasgow from child- 
hood, they associated smoke too much with their bread and butter 
to dream of grumbling at it. They were rather afraid of cold 
water, and baths were almost unknown. Perhaps they were 
fonder of each other’s society than we are; at any rate, they 
rather preferred to live as many as possible in one room and sleep 
three in a bed. 

When the city came to its senses, about forty years ago, and 
realised what an Augean stable there was to clear out, it turned 
to the work with a will. Considering the still unformed state of 
public opinion, the City Improvement Act of 1866 was a very 
drastic one. It scheduled whole areas of slums and pulled them 


1 Presidential Address to the Economic Science and Statistics Section of the 
British Association, 1904. 
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down, dishousing, within five years, some 19,000 persons ; rating 
for deficits to the amount of some £600,000 altogether; and the 
burden was borne without much demur. By the time the Act 
had done its work, the public mind had become thoroughly awake 
to the danger of letting things alone. Further powers were asked 
and obtained for closing, demolition, and rebuilding. Four years 
ago was passed the Building Regulations Act, which, in addition 
to regulating the construction of new houses, made the provision 
of sufficient air and light space in front of the bedroom windows 
compulsory, and this was so far retrospective that over 4,000 
houses, conforming to sanitary requirements in other respects, 
became on a certain date “‘ illegal houses’’ simply from the fact 
that they had not the sufficient space outside. 

These measures did not pass without criticism, but generally 
it was recognised that they were demanded in the interests of 
public health. When, however, it was realised that dishousing on 
this large scale was accepted by a very large section of the muni- 
cipality as logically calling for municipal housing on a similarly 
large scale, public attention was roused. It began to come home 
to the citizens that very gigantic operations were being carried 
out, and very gigantic responsibilities for the future being in- 
curred, without, as it seemed, any thorough diagnosis or any 
definite plan. The whole problem was seen to be one which, in 
other circumstances, would have called for a Royal Commission. 
The demand was made for a local inquiry on similar lines; and, 
when the Prime Minister gave his cordial approval to such an 
inquiry, the municipality appointed a mixed Commission of nine 
councillors and six private citizens, with a remit to examine (a) 
the causes which led to congested and insanitary areas and over- 
crowding ; (b) the remedies which could, or should, be adopted for 
the clearance of existing congested, insanitary, and overcrowded 
areas, and for the prevention of these evils in future ; and (c) any 
other phases of or questions connected with the housing problem 
in Glasgow which the Commission may deem it desirable, neces- 
sary, or expedient to consider and report upon. 

The evidence, report, and recommendations are now before the 
public.’ Generally speaking, they bear out the conclusion that 
many things hitherto discussed as parts of the Housing Problem 
are not problems at all, but phenomena which merely need to be 
known to secure their abolition. Slums must be cleared away ; 
streets must be widened; overcrowding must be prevented ; the 
liberty of the landlord to sell and of the tenant to use insanitary 

1 William Hodge & Co,, Gla :ow, 
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houses must be interfered with; light and air space must be 
guarded as a right of the poor. These are dictates of public 
health and public morals, and the Commission calls for the firm 
administration of powers which the municipality already has, and 
for further powers where these are not sufficient. 

Connected incidentally with this there are, indeed, minor 
problems, such as quéstions of procedure, of acquisition, of com- 
pensation, and the like ; but, so far as I am able to judge, the real 
Housing Problem of to-day narrows itself down to this : how far 
the experience gained points in the direction of the municipality 
itself building and owning houses for certain of the poorer classes. 

To this the Commission has contributed an answer in so far 
that, in the special circumstances of Glasgow, it recommends a 
limited scheme of municipal building and owning. But it adds 
the words ‘‘ without expressing any opinion upon the general 
policy of municipal housing.”’ 

I venture to think that there is no more pressing duty now 
incumbent on economists than to take up this general question. I 
propose, then, first, to consider building and owning of house 
property as a branch of municipal activity; and, second, to 
examine the particular circumstances which suggest a revision or 
relaxation of general principles. 


For a municipality, deliberately and of set intention, to add a 
new competitive industry to its already manifold activities, is a 
serious matter from three points of view. 

(1) House-owning is a bysiness, and it is neither a routine busi- 
ness nor one where success is certain. So far as it has not a 
monopoly, a municipality cannot presume upon demand—it 
cannot be sure of a remunerative sale for the goods it provides. 
As a builder, it has advantages and it has disadvantages; as an 
owner, it has also advantages and disadvantages—particularly, 
perhaps, in that it has a conscience. 

Assuming, however, that a municipality can manage its enter- 
prises as well as private citizens manage theirs, and that its house- 
owning covers all recognised expenses and runs no risk of coming 
upon the rates, what must be emphasised is that it pledges the 
future ratepayers for the security of all the capital borrowed. It 
is short-sighted to conceal the dangers and responsibilities of this 
by calling such a debt “‘ productive.’’ Borrowed capital changed 
into stone and lime certainly remains an ‘‘asset,’’ but whether 
the asset is worth much, or little, or nothing, depends on the value 
which future generations will put upon it. An old mill may be 
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‘‘ good’’ for half a century more as a building, and yet be worth 
less than nothing as a mill. So may a tenement of houses, by 
change of circumstances, lose its rent-producing capacity and call 
only for demolition, long before it has suffered much deterioration 
as a building. In such circumstances the ideal kind of house 
would be one constructed to last, say, thirty years at the outside. 
But this, of course, is the last thing that municipalities in their pre- 
sent mood would think of doing, and they generally make it im- 
possible by their own building regulations. Besides this, there is 
the consequence of the ‘‘economic trespass’’; that dwelling- 
houses for the poor generally take up the space of buildings of a 
more remunerative character, and so keep down the rateable value 
of the area, while increasing its expenses. 

(2) It enters into direct competition with many of its own rate- 
payers, competing not only with the comparatively small class of 
builders, but with the great class of owners of house property. 
Apart from the equity of this, which is too large a question to 
enter on here, the results may be very serious. Free competition 
of producers to serve the public is, of course, a good thing, and 
in nothing, perhaps, is it more desirable than in the purveying of 
houses, where the length of time required for erection tends to 
some extent towards monopoly. But competition is good because, 
and to the extent that, it keeps down prices by increasing supply, 
and the action of a municipality, working with money borrowed 
at a gilt-edged security rate, is very likely to have the opposite 
effect ; it may result in a positive diminution of the total supply 
of houses, and so a rise of rent, by reason of the discouragement 
given to private builders through the appearance of a rival with 
whom they cannot compete on equal terms. The monopoly which 
municipalities secure for their other industries prevents such a 
danger ; but it must be emphasised that a municipality supplying 
a few hundred houses, where the well-being of the citizens as a 
whole depends on private enterprise continuing to supply some 
hundreds of thousands, occupies an entirely different position from 
‘ a municipality providing all the water, gas, electricity, or tram- 
way service which the citizens may demand. 

(3) By pledging the public credit for a new debt, and adding a 
new activity and responsibility to already overworked members 
of the municipality, it pro tanto prevents the expansion of muni- 
cipal activity in other directions. Public functions, however ad- 
mirable, must be limited by the public purse, and probably will be 
limited, long before that purse is exhausted, by the ratepayers’ 
revolt against increased rates. This must not be regarded 
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as special pleading against further increase of municipal 
duties and expenses. Anyone who studies the growing 
complexity of city life and its growing requirements of 
inspection, control, and administration generally, to say nothing 
of possible municipal expansion in other industrial and com- 
mercial directions, must be impressed by the necessity and 
magnitude of the tasks that lie before public bodies in the future, 
and must recognise the inexpediency of taking on any new burden 
without the most serious consideration. He will at least ask 
that the cost be counted and definite limits laid down. And these 
limits, in the present case, are not easily laid down. ‘To mention 
only one thing; it would be exceedingly difficult, on grounds of 
equity, to justify the giving of an advantage to one class and 
refusing it to another, and, when that was done, to establish 
courts and criteria which should define and limit the class 
favoured. But unless such definitions and limitations were 
attempted, the municipality would be embarked on an expendi- 
ture of which no one could see the end. 


These are considerations against municipal building and own- 
ing derived from the general principles which should, in my 
opinion, regulate all municipal expansion. They are not, of 
course, decisive against it. But they suggest that very definite 
and weighty reasons must be put forward on the other side. 

It will be admitted that the interests of public health, public 
morals, and industrial efficiency are definite and weighty reasons, 
and I should give the most sincere consideration to the argument 
of those who ask for municipal housing on such grounds. There 
are some respects in which the provision of houses seems to come 
under the natural work of a municipality almost as much as do 
the provisions of gas and water. The house, as the condition of 
the home, stands at the very centre of individual morality and 
health, and, as such, is a direct condition of the efficiency of 
labour. It is far too little realised that a sanitary and comfortable 
house among quiet neighbours has a “‘ productive value,’’ and is, 
quite definitely, one of the factors of wage-earning; in other 
words, a good house, as compared with a slum, brings with it 
the possibility of paying a higher rent for it. The consideration 
which gives strength to the argument for municipal building and 
owning is that municipal control over certain classes of 
house—control even violating the sanctity of the English- 
man’s castle—is necessary in these interests. We _ have 
in Glasgow 20,000 houses whose doors must open at any 
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hour of the night at the knock of the sanitary  in- 
spectors. In a city every house is either a centre of good influ- 
ence or of contamination, material and moral, and, the more 
closely houses are packed, the more definite the need of positive 
control and regulation. Such control obviously would be most 
effective in the hands of a municipality that owned the houses. 
In view, then, of the actual circumstances of slum life which 
prevail in every large city, and in view of the hopelessness of 
escape on the part of the low-paid wage-earner from such con- 
tagious influences, there seems primd facie a strong case for the 
provision of at least one and two-roomed houses by an agency 
which would aim primarily at affording to the tenants the condi- 
tions of health, morality, and efficiency, not only in the construc- 
tion of the houses, but in their continued administration and con- 
trol. 1 have always held that the owning of poor-class property 
carries with it a moral responsibility which is not escaped by the 
owner shutting his eyes and leaving the administration to his 
factor ; and, on similar grounds, much might be said for a muni- 
cipality owning and letting all the small houses within its area. 
This would at least secure a “‘ clean city.” 

Such a position, then, is quite intelligible as a counsel of per- 
fection, and it might be worth consideration in the case of a city 
planned, like a garden city, from the beginning. But, in the 
actual circumstances of our cities, I mention it merely to bring 
out my point. For there is no proposal before any municipality 
of to-day of taking over and making a monopoly of the supply of 
small houses, or even of building all the small houses that are 
needed in the future. The utmost that has been proposed is the 
building and letting of a limited number of such houses in direct 
rivalry with private builders and owners. And the question 
which must be answered is: On what principle, or with what 
view, is this limited proposal made? 

If it were to afford an experiment, and an object-lesson, as was 
done with the happiest results in the case of the Corporation 
lodging-houses in Glasgow, where the rise in the standard not only 
swept out the old and very objectionable lodging-houses, but led 
to the large increase of private “‘ models ’’ competing successfully 


with the municipal ones, there would probably be nothing but 
approval. It seems a legitimate use of public money to make 
public experiments which would otherwise not be made, so long 
as it is recognised that experiments which fail should be given up. 
But if the proposal is made in the full recognition that such an 
experiment is not an object-lesson, inasmuch as it cannot be fol- 
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lowed by private enterprise; if the reason given for it is that a 
certain class of tenants cannot pay the rent which private enter- 
prise must have if it is to continue its supply, and that the muni- 
cipality, as having command of capital at a very low rate of interest, 
can afford to undersell the market rents without coming on the 
rates, the matter is put on an entirely different basis. The attrac- 
tiveness of a “‘ clean city’’ is one thing ; the attractiveness of low 
rents is another. 

Let us look for a moment at the principles on which certain 
services are set aside for the Government to perform. The great 
mass of the national income is produced by individuals of the 
community dividing their labour and selling their products to 
each other, competing with each other as producers to serve the 
whole body of themselves as consumers. But there are two great 
classes of services which are not left to individual competition. 
(1) External defence, justice, police, poor relief, &c., are given 
over to the Government, the expenses being covered by taxation. 
The principle of payment is ability, or, more philosophically, equi- 
marginal sacrifice, on the old Platonic principle that the best state 
is that which is likest the individual, and that the citizen should 
pay to the national housekeeping on the same scale as he pays 
to his own private housekeeping. (2) In addition to these, certain 
other services are given over to the Government, central or local ; 
they are made monopolies, and the products are sold at a non- 
competitive price. Such are the post-office and telegraph ser- 
vices, and in many cases gas, water, and tramway service. It is 
with this second class that we are concerned here, and regarding 
them three points must be emphasised. 

The first is that the reason why these services are reserved 
to Government is certainly not that they can be rendered more 
cheaply by Government. It is, indeed, a debatable point whether 
they can be rendered more cheaply; where competition is not 
allowed, this must remain a matter of opinion. They are always 
reserved for some ulterior reason of public interest—some interest 
which might be imperilled in the conflict of private competition. 

The second is that, in such cases, the Government services 
are general services; they are provision, on the basis of the tax- 
payers’ or ratepayers’ security, of commodities and services used 
and enjoyed by the great majority of the citizens. 

The third is that in these services, so far as I am aware, there 
is no precedent for the Government selling to one class at a 
cheaper rate than it sells to another, on the ground that the class 
in question ‘‘cannot afford it,’’ The poorest man pays a penny 
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for a stamp; the richest citizen of Glasgow pays no more than a 
halfpenny for a car-stage. 

But in the limited proposal we are now considering, what is 
being advocated is Government provision of a certain commodity 
for one class alone, and the ground taken undisguisedly is, that 
Government can provide this commodity more cheaply than 
private enterprise can, and that this particular class cannot afford 
more. It is not, indeed, proposed that the municipality should 
rent at one price to the richer and another to the poorer tenant ; 
but it is proposed that the municipality should provide houses 
for one class at a rate which the other classes cannot possibly 
enjoy. 

I do not think the problem can be understood, or its gravity 
estimated, till it is grasped that here the municipality—the public 
trustee—is asked to give consent to a new principle and precedent 
for spending public money. ‘Take the argument in its concrete 
form in Glasgow. Owing to (a) increased accommodation and 
conveniences, occasioned chiefly by statutory enactment; (b) in- 
creased cost of construction through the rise in wages and in the 
price of material ; (c) increased cost of maintenance, not only owing 
to the rise in wages, but owing to the frequent abuse and destruc- 
tion by careless tenants of the expensive fittings which modern 
science demands; (d) increase in landlords’ taxes; (e) increased 
value of land, especially in the centre of the city :—it seems that 
houses of one and two apartments are not being built to let at less 
than £6 and £9 respectively, as against £5 5s. and £8 10s. in 1891. 
It is represented that there is a class of wage-earners who cannot 
pay these rents. It is asserted that, in virtue of its advantages, 
the municipality can build and let such houses at £4 10s. and £8 
respectively without loss, and it is concluded, without more ado, 
that it is bound to do so. 

There are two propositions here which cannot be allowed to 
pass without examination : the first is, that there is a class which 
cannot afford the higher rent; the second, that this is a valid 
reason for the municipality providing them with a lower one. 

(1) Somewhat to the surprise of the Commissioners, it was 
given in evidence that, while wages generally have risen, there 
are labourers in Glasgow who are not earning more than 17s. a 
week—and these not casual labourers, but able-bodied men, in 
regular employment, and of ordinarily steady habits. To such a 
class sixpence a week is undoubtedly a serious consideration, and, 
although one might be inclined to ask if the sixpence could not, 
with great advantage te themselves and their families, be taken 
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off the conventional necessaries of drink and, perhaps, tobacco, the 
point need not be pressed. My reason for doubting if even this 
class ‘‘ cannot afford’’ sixpence a week extra for a house is that 
one of the causes, perhaps the principal one, why such men earn 
only 17s. is that they live in conditions which lower health and 
efficiency, and make them inefficient and unreliable workers. I 
fully acknowledge that such people could not pay sixpence extra 
for the rent of a slum such as they are occupying, but I cannot 
forget the ‘* productive value ’’ of the modern higher rented house. 
It seems to me that fresh air, and quiet sleep at nights, and sur- 
roundings which would react on the character and conduct of the 
person on whom so much depends—the wife—might easily add far 
more than sixpence to the earning power of the household. 

There is, unhappily, a class to whom this does not, directly at 
least, apply. There are thousands of workers whose wages are 
not 17s., but an average of 12s.—-regular workers, and workers 
who could not take sixpence off their liquor and tobacco, for the 
reason that they neither drink nor smoke. I mean women 
workers. And to these, I submit, a good house would have a 
greater ‘‘ productive value ’’ than to men, for they are more sub- 
ject to the illnesses and little ailments and depression which dock 
their wages by hours in the day and days in the month. So far 
as I can see, they are outside the housing question altogether, 
from the fact that they could not afford an independent house even 
at the lowest municipal rents. They must remain in the family 
as subsidiary wage-earners, or club together, or lodge. 

(2) But assuming the very strongest case, that there is a class 
of unfortunate people who absolutely cannot afford to pay sixpence 
a week more, I should still say that this in itself is no reason why 
the municipality should build. To supply them with houses under 
the market rate would be to introduce a new precedent and prin- 
ciple into Government industries which would lead us far. It 
would be using the credit of the entire body of the ratepayers to 
subsidise one small class of them; it would be, in essence, similar 
to the old legislation which kept down the price of bread when 
the harvest was bad, with its extenuation that such a measure 
kept down the price to everybody. It would be a rate in aid of 
wages. And if there is any lesson to be learned from the bitter 
experience of a century ago, it is that the evil of a rate-in-aid is, 
not so much that it punishes those who have to subscribe to it, as 
that it punishes those who receive it, in that it effectually prevents 
wages from rising. Let me enlarge on this for a moment. 

The employer in towns has certain economic advantages over 
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his rivals outside. He is at a centre of supply of all the agents of 
production and at a centre of demand for his goods. The play of 
competition balances these advantages by imposing on him in 
general the charge of higher wages--a consequence and possibility 
recognised by the trade union practice of fixing the standard wage 
slightly higher in town than in country. Unfortunately there is 
in all large cities a class who, from physical and mental disquali- 
fications, from want of education and technical opportunity, and 
from want of organisation, are compelled to take the lowest 
wage which will keep them in life and moderate animal 
efficiency; and this class tends to be in over-supply from 
the fact that misfortune drains into it the failures of 
all the other classes. The existence of this class is a 
public misfortune; their low wages are not only bad 
of themselves, but they go to the very root of the future of 
labour, in that they prevent the children from getting out of the 
class. Rising rent, the natural effect of a large population and 
great business premises competing for a limited area of situation, 
is the healthy deterrent of the abnormal influx of such labour. 
For a municipality to give these unfortunate people houses six- 
pence a week cheaper is to allow of them accepting sixpence a 
week less of wage than the circumstances would otherwise force 
the employer to give. It is not, of course, that employers, taking 
advantage of the helplessness of this class, would deliberately force 
their wages down by sixpence. It is that, in the present highly 
specialised organisation of industry, unskilled labour is in less and 
less demand, while, from the circumstances mentioned, it tends 
to be in over-supply ; and this surplus labour offers itself for any 
wage that will keep it alive. As Mr. Booth says, ‘‘ the poverty of 
the poor is mainly the result of the competition of the very poor.”’ 
To deny such a causal connection between wages and public sub- 
sidies on the ground that it is ‘‘ only sixpence a week,’’ or that 
‘‘ people do not come into cities because they can get cheap 
houses,’’ is like refusing to believe in natural law because one 
cannot actually see the minute movements which constitute its 
operation. If, then, it becomes known that, in addition to the 
other attractions of a city, good houses at slum rents are assured 
to everyone who is poor enough, it seems to me inevitable that 
this will further tempt the influx of unskilled labour—and, un- 
happily, farm labour, skilled in its own fields, becomes unskilled 
when transferred to the streets and factories. 


This, then, being the general argument against municipal 
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building and owning of houses for the poorest classes, I go on to 
consider if there may not be circumstances in the evolution of a 
city which may justify the relaxation of the principle. Glasgow 
again affords an object-lesson. If the houses which are a danger 
to public health, as hopelessly insanitary, are pulled down; if 
‘back lands’’ and obstructive buildings are demolished; if the 
houses which are by.law pronounced “‘ illegal,’’ and cannot, from 
their structure and situation, be altered, are closed; and if the 
overcrowding laws are put sternly in force, something between 
15,000 and 20,000 persons will be turned out, and will not be able 
to find houses at rents such as they were paying—for these 
measures will practically root out the low-rented houses in Glas- 
gow. Many of the 15,000 or 20,000, no doubt, are well-paid wage 
earners, who will be the better of being forced into higher-rented 
houses ; many of them, again, are dissolute and drunken persons, 
who should be “‘ hustled ’’ from pillar to post till there is no room 
for them among honest people. But many of them, in all prob- 
ability, are respectable persons who, from the causes already men- 
tioned, have come down to the 17s. a week level. What are these 
people to do? Granted that the low-rented slum property should 
never have been allowed to come into existence or continue ; 
granted that the best thing that could happen to such labourers 
as a class is that it should be made impossible for them to accept 
these low wages; still, it is a very drastic thing to take away the 
patient’s bed in order to force him to walk. 

Here I am chiefly impressed by two things. The first is that 
it is municipal inaction and municipal action which are responsible 
for the hardship. 2 

(a) It is by no fault of their own that the people to be dis- 
possessed are in occupation of these low-class houses. The muni- 
cipality for years allowed these houses to come into and remain in 
existence, and, to that extent, the municipality is responsible for 
the low standard of life which allowed the tenants to take the low 
wages. 

(b) It is to a great extent new municipal requirements that 
have made it impossible to build houses which can be let at the 
old rents. To mention only a few of these: each adult must 
have 400 feet of air space, which means larger apartments ; there 
must be ample sanitary appliances, involving expensive plumber 
work ; there are regulations providing for a certain thickness of 
walls and solidity of construction, which many builders declare 
quite unnecessary. 

The second is that, on its way towards conferring a great public 
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benefit, this municipal action is likely to inflict serious hardship on 
a class who are least of all able to bear it. It is a recognised prin- 
ciple, in the science of public finance, that the charge of any 
general public benefit defrayed from rates or taxes should be spread 
over the citizens in proportion to their ability. In the present 
case, we have a great beneficent measure of public health by which 
all the citizens will gain, and gain in quite indeterminate measure ; 
and, although this is not defrayed from the rates, by parity of 
reasoning it seems to follow that one class, and that the least able 
to bear the burden, should not be made to bear the heavy end of it. 
Granted that, by the operation of ordinary economic law, wages 
will ultimately rise to cover the higher rent demanded by private 
enterprise, and granted also that the houses at a higher rent have 
a ‘‘ productive value ’’ which will itself enable the tenant to pay 
more rent, in virtue of giving him immunity from sickness, depres- 
sion, low vitality, and bad neighbours, still this operation takes 
time, and, till time is given for the economic forces to work, there 
will be great hardship. 

There is, besides, an opportunist argument. There seems to 
be no doubt that the magistrates and responsible officials have 
hitherto shrunk from carrying out their powers because of the 
hardship that will be entailed. If this hardship can be avoided, 
there will remain no excuse and no reason for not proceeding rigor- 
ously with measures which otherwise might be somewhat extreme. 

It is in consideration of these circumstances that the Glasgow 
Commission has recommended the erection by the municipality, 
up to the extent of certain powers possessed by them under special 
Acts, of tenements of one and two-apartment houses, to be reserved 
exclusively for respectable people of the poorest class, preference 
being given to those dispossessed ; such houses to be situated, if 
possible, near to the area of dispossession, and to be under carefully 
selected caretakers. 

It will be seen that the amount of building recommended is 
limited, the money which the municipality can spend under the 
Acts referred to being fixed and known. One would have liked, 
perhaps, that it should have been more rigorously limited. It 
would have been quite possible to take a rough census of the 
people dispossessed and build houses only to the number necessary 
to accommodate those who really suffer by the dispossession—the 
respectable poor at low wages. And what one would have liked, 
besides, was the clear laying down of the principle that this is an 
exceptional measure, due to an exceptional set of circumstances 
which can never occur again if the municipality lives up to the 
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powers it has sought and obtained from Parliament. Insanitary 
and illegal houses should never again be allowed to come into 
existence. Overcrowding can now be rigorously kept in check. 
It will clearly be the fault of the municipality if such a problem 
recurs. 

But, on the whole, the recommendation seems to me a wise 
one. It escapes the.chief objection, that of tempting an influx 
of new unskilled labour. It does not add to the supply of cheap 
houses, but merely fills the gaps which municipal action has itself 
caused. It has not advised the drastic step of compelling a rise 
of wages by suddenly making it impossible for a class to live with- 
out paying higher rent—which would have been accompanied by 
the serious danger of driving many over the verge of subsistence— 
but it does not give any occasion for still further lowering wages ; 
and there is the positive good that the houses to be provided are 
such as naturally make men and women better workers, 
commanding a gradually increasing wage. 

There is, indeed, I am afraid, a ‘‘ loose end ’”’ in the result of 
the Commission. ‘To its subsequent regret it was confined, by the 
limitations of its remit, to the consideration of housing within the 
city boundaries, and Greater Glasgow is growing more rapidly 
outside these boundaries. I said that the problems of Glasgow 
grew up because the city refused to look forward and lay down 
the lines of its growth. Unhappily, that course is still forced upon 
it, in that it has no control over the operations of its suburbs. 
Everyone knows that, in the near future, Glasgow must extend 
its jurisdiction and responsibilities. There is too much reason 
to fear that, when that time comes, the city will fall heir to the 
same problem as it has now to face—insanitary property and ill- 
planned districts. This is a problem of all growing cities, and, in 
my opinion, a most urgent one. 

But this is not the whole of Glasgow’s answer to its Housing 
Problem. The municipal houses are to be reserved for the re- 
spectable poor. What about the non-respectable—probably the 
majority of those who will be dispossessed? So far as I can see, 
the criminal and the dissolute have no claim on the community so 
far as regards housing. They must be ‘‘hustled’’; that is, life 
must be made as difficult as possible for them, till either they can 
find no rest for the sole of their foot among decent people, or are 
driven to reform. And this hustling will be done to a consider- 
able extent when all the insanitary and illegal houses are done 
away with, when the Corporation houses are closed against them, 
and when private enterprise is assisted to get rid of them, as the 
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Commission recommends, by more stringent laws against the 
habits of disorderly and destructive tenants, and by more summary 
powers of ejectment. But there are many who are neither criminal 
nor hopelessly dissolute, and yet cannot rise simply because they 
are down. They have lost their character; money cannot rent 
them a decent house because they have no factor’s line or other 
guarantee that they are fit for the possession of it. It is this 
class, perhaps, that will be most heavily hit by the dispossession, 
and for them also it seems that some compensatory provision 
should be made by the municipality. And this seems also in the 
interests of the community, for, if these people are not lifted up, 
they will be driven down. 

Hence the recommendation of the Commission that *‘ an experi- 
ment should be made in the erection of a building or buildings for 
those who, while unable to show any factor’s line or other certifi- 
cate, are willing to submit to necessary regulations as to cleanli- 
ness, respectable living, order, and punctual payment of rent, with 
the view of rehabilitating their character, and in time qualifying 
for a better house ; such houses to be of the plainest construction, 
with indestructible fittings, and capable of being quickly and 
efficiently cleansed.’’ 

It is avowedly an experiment. The difficulty is not to provide 
such houses, but to get the proper people to go into them. If any 
social obloquy is allowed to attach to these houses, the proper 
people will not go into them. But it is an experiment to which 
I think everyone will wish God-speed. At any rate, it removes 
the last excuse for not going forward systematically, rigorously, 
and continuously with the renovation, closure, and demolition of 
bad houses, and with the prevention of overcrowding, which are 
the beginnings of any solution of the Housing Problem. 

WILLIAM SMART 




















ANTICIPATION IN THE COTTON MARKET? 


Our object in this paper is to offer a close analysis of the work- 
ings of organised anticipation in the cotton market, and not merely 
tc find arguments for or against the views that dealings in 


9 


‘‘ futures ’’ raise prices, or lower prices, or render prices unsteady.” 


1 The authors are greatly beholden to Mr. R. J. Allen, Secretary of the Manchester 
Cotton Association, for much valuable information. 

2 The effect of ‘‘ futures” might be sought by more than one method. A com- 
parison could be made of the prices which are directly under the influence of “futures’’ 
with those that are not, or those that are under their influence in a less degree, 
the same commodity being taken. This method was pursued by Professor Flux, 
chiefly with reference to wheat, in his report as secretary of a committee of 
Section F of the British Association appointed to consider the effect of dealings 
in “futures” on prices in raw produce markets. See also Mr. R. H. Hooker, 
in Journal of the Statistical Society, December, 1901. Unfortunately it is 
subject to a defect which prevents it from establishing more than a probability. 
The data cannot be freed from the influence of counteracting causes so as to 
render the application of the method of difference convincing. If different periods 
are selected for comparison, so early a period has to be taken as representative of 
the times before ‘‘futures” were in operation that economic conditions wholly 
dissimilar from those of the present are brought into the problem as disturbing 
features. Dealings in “futures” have only gradually attained their present 
magnitude, and while this change has been taking place in the market other 
economic changes have been taking place also. If we confine our attention to one 
period only and contrast the prices in a market containing ‘‘ futures” with those in 
a market, placed in somewhat similar surroundings, from which ‘‘ future ’’ dealings 
are excluded, we may be sure that the prices in the second market are not wholly 
independent of those in the first market. The direct influence of ‘‘ futures”” may 
have been removed, but the indirect influence, which may be very powerful, 
remains. Again, should we compare, in respect of the movements in their prices, a 
species of commodity which is not sold by ‘‘ futures’ with another species of the 
same class which is sold by ‘‘ futures ” (for instance, Oomra cotton with American 
cotton), we are confronted with this dilemma, that either the two species are 
substitutes in some degree, in which case “ futures” influence the prices of both, or 
they are in no degree substitutes, in which case the several conditions of demand 
may be wholly different. The conditions of supply being somewhat different in the 
two cases is a source of error that could be eliminated without great difficulty. 
Again, should we institute a continuous comparison, making our method that of 











542 THE ECONOMIC JOURNAL [DEC. 


A few words must be said first of some general characteristics 
of the cotton market. There are many qualities of cotton, but the 
short fluctuations in the prices of all of them take place as a rule at 
the same time and in the same direction. The reason is that the 
various qualities of cotton are bound together, directly and in- 
directly, by processes of substitution, and that many of the influ- 
ences which bring about short fluctuations are common in their 
direct incidence upon all qualities of cotton. The differ- 
ences between the various grades of cotton alter less than 
one would at first be inclined to imagine, in consequence 
of substitutions of one grade for another counteracting the effect 
of the temporary scarcity of one species. The extent to which 
substitution is possible, and the identity or otherwise of the physi- 
cal conditions to which any two classes of cotton are subject, lay 
down the limits of divergence between their prices. Thus the 
better qualities of Egyptian cotton and Sea Island cotton are more 
independent of the better qualities of upland American cotton than 
the latter are of ‘‘ middling’’ American cotton. 

Another characteristic of the cotton market, which follows upon 
the periodicity (as opposed to continuity) in the supplies of cotton, 


“concomitant variations,” we could not prove incontrovertibly that any progressive 
change in recent times—for instance, in the degree in which prices oscillate— 
supposing such a change to be discovered, was caused wholly or even partially 
by the extended use of “futures,” in view of other concomitant variations 
in economic conditions, though a high probability might be established. 
Another method of dealing with the problem is to trace as closely as possible the 
ramified workings of anticipation in a developed market, at “seen” and ‘“ unseen” 
levels, in the hope of establishing premisses from which an approximate solution 
may be deductively derived. To give such an account of ‘‘futures” in the cotton 
market is our object in this paper, and we trust that our analysis may reveal 
features that are of economic interest in themselves, as well as material by which 
the solution of the problem of “futures” may be assisted. Our chief aim, 
we must state again, is to analyse and explain, not to make out a case one 
way or the other on a burning question. In noticing, though only cursorily, 
metbods of determining the effect of “futures” on prices, we ought to remind 
the reader of the comparisons made by Cohn, Kantorowicz, and Emery, of the 
prices of ‘‘futures” some time before the “futures” fell due with the ‘ spot” 
prices when they fell due. Cohn dealt with rye, Kantorowicz with both rye 
and wheat, and Emery with wheat and cotton (see Emery’s Speculation on Stock 
and Produce Exchanges of the United States, p. 132 et seq.). We cannot here 
pause to examine the results, but it should be pointed out that the method 
employed was either an incomplete application of the method of concomitant 
variations mentioned above or else it assumed that ‘‘future” prices and ‘‘ spot ” 
prices were independent variables in an appreciable degree, which required proof. 
In any event, granting the assumption, a more direct line of proof than the 
comparisons instituted, by which disturbing factors could have been more 
completely avoided, might have been pursued. But these are matters for discussion 
in a paper with more exclusive reference to the effect of ‘‘ futures” on prices than 
the present paper. 
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is that prices assume new levels each year. These levels are not 
always very clearly marked, but as a rule they can be traced, and 
it is noticeable that in almost every case prices settle at their new 
level only after the crop has been in sight for some weeks. The 
reason is that the fruitfulness of the new crop is not at once 
apparent, and that the responses to the new conditions of demand 
cannot be immediately gauged. For the first few weeks after the 
fresh supplies have begun to enter the market, and even in the 
weeks just previous, the market feels its way to its new level. It 
is assisted to its new position by estimates of the area of cotton 
under cultivation, and the conditions of the crop published by the 
American agricultural bureau at the beginning of the months of 
June, July, August, September, and October of each year. ‘‘ The 
basis or unit of comparison is 100, which is the standard of full 
condition, representing perfect healthfulness, exemption from 
injury from insects or drought or other causes. With average 
growth and development, 100 means a prospect for a full crop.”’ 
We have stated below the estimates as periodically revised for the 
years between 1899 and 1902. 
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As the realised crop is invariably less than the early estimates, 
it would seem that at each forecast an attempt is made to state 
the maximum crop possible, in view of its state at the time, and 
not the crop which experts regard as likely. Numerous private 
and unofficial estimates are made in addition from time to time.’ 

In the marketing of cotton ‘‘futures’’ play a leading part. 
‘Futures ’’ is the name given to those contracts which dealers 
enter into when they undertake to deliver at some future time 
goods or commodities at a price fixed in the contract.? ‘‘ Futures”’ 


1 The official estimates and all statistics bearing upon cotton will be found in 
Shepperson’s Cotton Facts (last ed. 1903), and Jones’ Handbook for Daily Cable 
Records of Cotton Crop Statistics Messrs. Turner, Routledge and Co. also publish 
price curves. Daily prices will be found in the bulletin of the Liverpool Cotton 
Association, and in Cotton, the publication of the Manchester Cotton Association. 

2 Generically, an ‘“ option” is a future, but futures as commonly used are not 
taken to include options, We are not concerned with options here, but a brief account 
of their character will not be out of place. An option is single or double: if single, it 
is a “put” ora “call”; if double, it may be taken as either at the choice of the 
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are by no means limited to the cotton market, and appear, or could 
appear, in all markets, the commodities of which may be bought 
on the basis of ‘‘ grades ’’ that are more or less permanently fixed. 
Although the general nature of ‘‘ futures ’’ is in all cases the same, 
they might differ significantly in form; for instance, delivery 
within fixed periods of various extent may be at the option of 
buyer or seller. Here, however, we shall confine ourselves to a 
description of those ‘‘ futures ’’ which circulate at Liverpool, and 
are based upon American cotton. 

The unit of a deal in ‘‘futures’’ is 100 bales. They are quoted 
for the current month, and successive periods of two months 
for some ten months ahead. Hence, on any day in June 
we find futures quoted for June, June-July, July-August .. . 
February-March. The seller of, say, June-July ‘‘futures”’ 
must deliver cotton at some time in June or July, but 
the time of delivery within those two months is at his option. The 
seller must notify the buyer when he proposes to deliver, and the 
buyer must select a time for accepting the cotton within ten days 
of the date of the notice served by the seller. The quality of cotton 
to be delivered, within limits laid down by contract, is also at the 
option of the seller, subject to the payment or receipt of “‘ points 
on.’’ Before October, 1901, ‘‘futures’’ were quoted “‘ basis 
middling, low middling clause.’’ They are now quoted “‘ basis 
middling, good ordinary clause.’’ This means that the dealer may 
tender good ordinary cotton or any higher quality of upland cotton. 
The differences between the value of the cotton delivered and that 
of middling are paid one way or the other. To settle these differ- 
ences arbitration is necessary. The buyer and seller pay £1 1s. 
each to cover the expenses, a sample is taken from every bale, and 
the ‘‘ points on ’’ are fixed for each bale separately. If either party 
is dissatisfied with the award he may appeal to an Appeals Com- 
mittee on paying £3 3s., which, in case his appeal is upheld, must 
be refunded to him by the other party. 
purchaser. A ‘‘ put” is a power to sell cotton at some time in the future at a price 
fixed in the contract. It need not be exercised ; but, if the price of cotton falls 
below that mentioned in the contract during the time of the currency of the “ put,” 
it will be exercised. The man with the ‘‘ put” will receive the difference between 
the two prices, but whether he gains or loses depends upon whether this is greater 
or less than the price paid for the ‘‘ put.” If the buyer of the ‘‘put” gains the 
seller does not necessarily lose, since in view of his obligation he may have so dealt 
in futures as to come out as a winner also, The “call” is just like the “ put,” 
except that it is a power to sell, The double option is a power to buy or sell at 


choice. The man who buys a ‘‘ put” insures against the market falling, but stands 
to gain if it rise. In the case of a ‘‘call,” the insurance is against the market 


rising. 
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Weekly settlements are customary between brokers, and are 
very frequent between brokers and their clients. Settlement days 
fall on Thursday, and the closing price of ‘‘futures’’ on the 
preceding Monday is taken as the basis of the settlement. On 
the first occasion the difference paid is that between the price at 
which the deal was entered into and the making-up price of the 
first subsequent settlement day, and on all other occasions the 
difference between making-up price and the preceding making-up 
price is taken. From all differences interest at 5 per cent. is 
deducted for the time between settlement day and the tenth day of 
the second month on which the ‘‘ future’’ elapses, since “‘ settle- 
ment terms’’ mean that money is paid in instalments before it 
would be due, but for the system of periodic settlements. The 
differences may be very large sums. The unit of a “‘ future ’’ being 
100 bales, an alteration in the price of cotton of ‘Old. causes a differ- 
ence on each unit of £2. On each unit as much as £100 must be 
paid if the price of cotton move one halfpenny. Brokerage must, 
in addition, be paid on the value of the ‘‘ future ’’ when it is bought 
or sold by a person who is not a member of the Liverpool Cotton 
Association, and this institution imposes a charge of one shilling on 
every deal in “‘ futures.”’ 

It is evident that to a spinner “futures ’’ are not a satisfactory 
means of obtaining cotton, for any grade of cotton within a wide 
range may be delivered, and many grades might be of no use in 
his mills. A spinner who uses ‘‘futures’’ is more likely to sell 
them before they become due, and buy “‘spot’’ cotton of the 
quality that he needs. ‘‘ Futures,’’ however, cannot be a perfect 
cover, for the ‘‘ points on’’ (that is, the differences in price be- 
tween the different qualities of cotton) are variable, and the differ- 
ences between the prices of ‘‘ futures’’ and ‘‘spot’’ are variable 
also, in some slight degree, even in the case of current ‘‘futures’”’ 
and those which have almost run out. The sole means by which 
the spinner can escape the uncertainties of the future is the 
‘“‘ deferred delivery.’”’ In the case of ‘‘ deferred delivery,’’ the 
‘“‘ points on ’’ are fixed beforehand and the cotton (so much per 
month) is at the call of the buyer. This is a bona fide transaction 
in cotton between a spinner and a broker, and, except in so far as 
it is a contract for delivery of cotton in the future, it is entirely 
different from the ‘‘ future,’’ as that term is generally understood. 

We will now consider the relation between ‘‘future’’ prices 
and ‘‘spot’’ prices. A distinction must be drawn between the 
‘* futures ’’ which culminate in the cotton year in which they 
are created and those which run into another cotton year. A 
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cotton year may be taken to extend, roughly, from September 
to August. 

There is often a marked break between the price of a July- 
August ‘‘future’’ and that of an August-September ‘‘future,”’ 
that is, between the last ‘‘ future ’’ culminating entirely in the old 
crop period and the first one running into the new crop period. 
This may be seen in the diagram.! Sometimes, when the market 
is abnormally high through shortage, the break will appear even 
in the July-August ‘‘future,’’ for small deliveries of cotton, such 
as may be expected in August under the influence of high prices, 
would affect prices significantly. Thus there are the following 
quotations in pence and hundredths per pound, for example, made 
on the dates given in the first column :— 
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The expectation of unusually early harvests would, of course, have 
the same effect. 

The second ‘‘ future’’ culminating in the new crop period is 
often distinctly lower than the first one. The explanation of this 
is that the influence of the new crop is not felt so fully in Septem- 
ber as in October. On an average of the last ten years not quite 
10 per cent. of the new crop came into sight in September ; in 

1 In the diagram it will be noticed that these quotations of “futures” appear :— 


August-September 
September 
October 
October-November 


instead of the usual :— 
August-September 
September-October 
October-November, 


The explanation is that the customary overlapping of ‘‘ futures”? had to be 
broken towards the close of 1901 to allow of the change from ‘‘ basis middling, low 
middling clause,” to ‘‘ basis middling, good ordinary clause,” which took effect from 
October 1st, 1901, as we have mentioned above. The change may have had a slight 
effect in depressing ‘ futures,” since lower grades of cotton were rendered tenderable 
on allowances, but the effect, if any, was inconsiderable. The general relations 
between the ‘‘ futures ” of different periods when the market is ‘‘ high” (see p. 552), 
which are exhibited in the diagram, may be taken as holding generally. 
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October 20 per cent. came into sight ; in November almost 20 per 
cent. ; in December 17} per cent. ; in January 10 per cent., and in 
the subsequent months ever decreasing percentages. 

The break in the continuity of the prices of ‘‘ futures *’ between 
two crop periods, when it occurs, results from different crops being 
referred to and different degrees of evidence as to each crop being 
before dealers. In the case of the coming crop, nothing more may 
be known than the approximate area under cultivation ; but if the 
present ‘‘ spot ’’ price is unusually high dealers will feel justified, 
on the ground of past experience, in quoting a much lower price for 
cotton of the future crop than for current “‘futures.’’ The “‘ spot ”’ 
price and the price of ‘‘ futures ’’—but the latter in a much less 
deviating fashion, because it is less under the influence of the dis- 
turbances due to urgent demands and existing stocks of cotton— 
may frequently be observed feeling their way to a new price level 
as information about the new crop becomes more complete, and as 
the crop comes into sight. Expectations as to demand also play 
their part in guiding price movements, it is almost unnecessary to 
add. The break to which we have been referring, between July- 
August and August-September ‘‘futures,’’ does not, of course, 
take place invariably. A considerable gap occurs only when a 
lower price level is expected in the coming year. Indeed, the 
prices of August-September and September-October ‘‘ futures ”’ 
have been higher than those of current ‘‘futures.’’ This may 
happen when certain high levels of future prices are anticipated. 
The explanation of the price of the more distant ‘‘ future ’’ lying 
above that of the current ‘‘ future,’’ instead of just below it, will 
be found in the analysis which follows. 

Every ‘‘future’’ runs out at a small variable amount below 
‘spot ’’ price.’ This follows naturally from the disadvantages of 
‘‘ futures ’’ over ‘‘spot’’ which have been emphasised above, and 
these disadvantages are variable. The vast majority of transac- 
tions in ‘‘futures’’ towards the end of any current month are 
those of dealers buying back their “‘ futures.’’ Generally speak- 
ing, the dealers do not wish to deliver cotton, and the buyers 
do not wish to receive it ; hence, a price is reached at which dealers 
prefer to buy back their ‘‘ futures ’’ rather than deliver cotton, and 
which the original buyers prefer to receive rather than have the 
cotton delivered to them. 


1 In comparing prices, one must be careful to observe that they are taken for 
the same time. The ‘‘ future” prices quoted may be for late business after the 
price of ‘‘ spot” has been recorded, and influences in the market may have under- 
gone a change that would have affected later deals in ‘‘ spot,” 
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We will now pass on to consider the relations between ‘‘ spot’ 
prices and the prices of ‘‘ futures ’’ with different periods to run, 
apart from the breach of continuity mentioned above. 

The prices of ‘‘futures’’ move almost invariably as the price 
of ‘‘spot’’ cotton. Shortly stated, the explanation of this fact is 
that ‘‘spot’’ cotton and near ‘‘futures’’ are substitutes within 
limits. A rise in the price of spot cotton means an existing 
shortage, or an anticipated shortage, in the very near future, and 
this is reflected in the offers of cotton for the future. Conversely, a 
rise in the price of ‘‘ futures ’’ which indicates doubts as to whether 
the total supplies will last at the present rate of consumption, is 
accompanied by a tendency to hold the existing stock more tightly. 
As the price of ‘‘ spot ’’ cotton rises, purchasers, except those for 
immediate needs, are checked, and the buying of “‘ futures ’’’ takes 
their place, and vice versa. This influence is propagated from one 
line of ‘‘futures’’ to another—from February-March “futures ”’ 
to March-April ‘‘ futures,’’ and so forth—with diminishing in- 
tensity, but with sufficient force nevertheless to cause the prices 
of the various lines of ‘‘futures’’ to move together. A slight 
counteracting movement is set up by the operations of importers, 
who, when the price of cotton rises, order cotton from abroad, and 
sell ‘‘ futures ’’ as a hedge; but with a rise in cotton others are 
buying back their ‘‘ futures’’ and selling their cotton. 

The sum of the forces described in the above paragraph would 
appear also to be a sufficient explanation of another feature of 
prices in the cotton market to which we desire to draw attention, 
namely, that the prices of ‘‘futures’’ and ‘‘spot’’ cotton keep 
remarkably close to each other. They keep close to one another 
because they are not independent of one another; within limits 
they are connected as alternatives by the principle of substitution. 
However, cases sometimes occur in which the prices of ‘‘spot’”’ 
and ‘‘futures’’ vary together without the latter following closely 

an upward trend of the former. Such cases, no doubt, might all 
be grouped as instances of ‘‘ spot ’’ prices being suddenly affected by 
immediate and unforeseen calls, which cannot wait for fresh im- 
ports, when stocks at hand are short. Under such circumstances 
the price of ‘‘ futures’’ rises, as the outcome, for one reason, of 
some substitution of ‘‘ futures’’ for ‘‘ spot’’ cotton being made. 
But the rise is checked by the substitution being limited, and by 
the fact that an unlimited supply of ‘‘ futures’’ will be forth- 
coming at a price much below that reached by ‘“‘spot’’ cotton, 
since the temporary character of the upward movement of ‘‘ spot ”’ 
prices is generally understood. 
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That close connections are preserved, as a rule, between 
‘‘spot’’ prices and the prices of any group of ‘‘futures’’ lying in 
the same crop period is true, however, only in the rough. We 
must now proceed to define these connections more exactly. 

In the relations between ‘‘spot’’ prices and the prices of the 
‘‘ futures ’’ for the different months, three cases are possible :— 

I. ‘‘Future’’ prices may fall by increasing amounts below 
‘spot ’’ prices according to the remoteness of the culmination of 
the “‘future.’’ A very good example of this is to be found in the 
diagram. 

I]. ‘‘ Future’’ prices may rise steadily, according to the 
remoteness of their culmination, above the price of current futures, 
which will be below ‘‘ spot’’ prices, as we have noticed above. 
The rise may even pass ‘‘spot’’ prices, but this can happen only 
very seldom. An example of the relations in this direction be- 
tween prices, in which also the prices of some distant ‘‘ futures ”’ 
did pass ‘‘spot’’ prices, is given below. The prices are stated in 
pence and sixty-fourths, and those above ‘‘spot’’ are printed 
in blacker type. 
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The rise, it will be observed, is carried in this case even into the 
new crop period. 

Ill. ‘‘ Future’’ prices may at first fall with the remoteness of 
their currency ' and then double back, so to speak, and begin to 
rise. The following is a good example :— 
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1 A “future” is said to be ‘‘ current” in the period in which cotton may be 
delivered against it. 


No. 56.—vou. XIv. PP 














550 THE ECONOMIC JOURNAL [DEC. 


’ 


The lowest ‘‘ futures,’’ it will be observed, are December- 
January and January-February. From this point there is a rise 
backwards and forwards. If a new crop period is brought into the 
field of observation, we may notice here, two doubles-back in prices 
may take place. In addition to the double already noticed, there 
may be a fall in the prices of ‘‘futures’’ from July-August to 
August-September, and again to September-October, and so forth. 

These different relations between the prices of the various sets 
of ‘‘futures’’ are to be accounted for as follows :— 

(a) Other things being equal the longer a “‘ future ’’ has to run 
the greater is the probability of cotton being purchasable at a low 
price against it (or of ‘‘ futures’’ being purchasable back at a low 
price, which comes to the same thing). 

(b) Holding cotton against ‘‘ futures’’ is an expensive opera- 
tion, and the more expensive the longer the cotton has to be held. 
To cost of transport and cost of storage must be added interest, 
and the discount rate is a variable. 

(c) There may be general expectations of the market rising or 
falling. 

Obviously, if the market is expected to fall steadily on the 
whole, the prices of “‘futures’’ will be less the further their cur- 
rency lies from the present. And it is equally obvious that if the 
market is expected to rise the more distant the ‘‘ futures’’ the 
higher will be their price. The price cannot rise above the price of 
“‘spot’’ plus the cost of holding cotton ; but this cost will be the 
greater the longer the cotton must be held. There are circum- 
stances under which the chances of the market are in favour of 
the seller the longer the time given him to prepare to meet his 
contract, within limits; but when these limits are passed the 
chances of expensive holdings of cotton being involved increasingly 
surpass the chances of gain. Needless to say, the operator in 
‘‘futures’’ does not argue, as a rule, as we have argued 
above. He thinks only of the prices that are likely in 
the future, and of the payments of differences that may be 
necessitated by waiting, and never dreams of holding cotton. But 
there are others who are regulating their sales of cotton by esti- 
mates of future prices, as well as by present prices, and whose 
holdings of cotton are consequently influencing the prices at which 
future deliveries are being offered. 

The differences between the prices of ‘‘ spot ’’ and the various 
classes of ‘‘futures’’ are variable. This follows from the preced- 
ing argument. 

The relations between the prices of the various sets of 
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‘* futures’’ and ‘‘ spot’’ are in a state of constant movement, both 
in direction and quantity. In the case of our diagram the market 
is to be taken as ‘‘high,’’ that is, there is expectation of a fall 
in price taking place even within the same crop period; hence 
‘‘ futures ’’ lie well apart and the most remote is lowest. But as 
the market drops the “‘ futures ’’ flow together, and with a further 
drop many of the ‘‘futures’’ would have crossed others and 
assumed new positions in relation to the others. 

Dealings in ‘‘ futures’’ are influenced not merely by present 
prices, but also by the relations between crops and the prices of 
recent years from which the norm of the year in question should be 
generally deducible. ‘‘ Future’’ prices are a compromise between 
present prices, which are based largely on experience, and the prob- 
ability of movements according to past experience. The ‘‘ future ’’ 
price being less under the dominance of present needs and facts than 
‘“spot’’ price, is more likely to follow the guidance of experience. 
But it must not be supposed for a moment—and we do not imagine 
that it will be supposed—that ‘‘ spot’’ price stands for market 
facts unaffected by enlightened speculation, while ‘‘ futures ’’ alone 
represent a priori and empirical guesswork. The truth of the 
matter is, as we have already indicated, that the ‘‘spot’’ price, as 
well as the price of ‘‘ futures,’’ is dragged up and down by esti- 
mates of future supplies and future needs. The view that we have 
just put forward to account for such large discrepancies between 
““spot’’ and ‘‘ future ’’ prices as occasionally appear, is merely 
that the ‘‘future,’’ standing as it does for a future obligation only, 
is never under the dominance of temporary inadequacy in supplies, 
and much less under the influence of the facts here and now that 
press constantly upon the importer. A man who is selling for 
eight or ten months hence, and who has sold cotton for years, and 
knows that ups and downs may be expected in all years, good and 
bad, fixes his prices in a condition of some detachment from the 
immediate state of the ‘‘spot’’ market. It is true that in doing 
so he cannot but ‘‘ bear’’ the ‘‘spot’’ market indirectly, but the 
effect of the ‘‘ bearing’’ operations is largely modified by existing 
supplies in relation to such present demand as is comparatively 
urgent. 

The ‘‘spot’’ market is more immobile than the ‘‘ future’’ 
market. Fluctuations in the latter are more frequent if less 
violent. The cause of the greater mobility of ‘‘future’’ prices is 
partly that in the ‘‘future’’ market there is more scope for 
reasoned imagination than in the “‘ spot ’’ market, and partly that 
a far greater quantity of business takes place in “‘futures’’ than in 
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“‘spot,’’ and that the deal in ‘‘ futures’’ is very rapidly effected. 
Inasmuch as no payments are required from those speculating in 
cotton except ‘‘ differences ’’ or covers against ‘‘ differences ’’ until 
deliveries are made, if they should be awaited, persons with little 
capital are enabled to deal in ‘‘ futures.’’ 

From the foregoing argument it might plausibly be conjectured 
that ‘‘futures’’ have added to the frequency of oscillations in 
“‘spot ’’ prices, though they may have diminished the magnitude 
of these oscillations. 

A few words more must be said here of the grounds for the 
difference between ‘‘ spot’’ prices and anticipated ‘‘ future ’’ prices 
within the same crop period, or, expressed in another way, the 
grounds for the judgments that the ‘‘spot’’ market is in certain 
degrees “‘ high’’ or ‘‘low’”’ with reference to a supposed norm 
for the crop year. Such judgments can certainly be made after 
the event, for the ‘‘ spot’’ market fluctuates considerably within 
each crop period. But this is not sufficient for our purpose, since 
the statements must be predicable of the market at the time, if 
they are to explain the positions held by distant ‘‘ futures ’’ in a 
low and a high market. It would seem at first as if the passing 
of any such judgment generally on the market at the time were 
impossible, since, were it possible and general, a movement in the 
‘““spot ’’ market would at once render such judgment no longer 
true. One would be inclined to suppose that the ‘‘spot’’ price 
at any time would represent the resultant of existing opinions at 
the moment as to the price at which the whole crop would sell, in 
view of the year’s demand and supplies. However, this, we are 
inclined to think, for reasons already given, is an incorrect notion. 
The ‘‘spot’’ market appears to be driven into one position by 
present demands in relation to Liverpool supplies and the cotton on 
the way, and by other forces which are more far-reaching, per- 
haps, but still forces in which reasoned imagination has not played 
a large part. In the light of imagination founded upon the pre- 
sent ‘‘feel’’ of demand, the facts of the moment, estimates of the 
crop, and the relations between sales, crops, and prices in previous 
years, the ‘‘ spot’’ market is criticised and judged to be “‘ high”’ 
or ‘‘low”’ in relation to the conceived norm. Thus, by the play 


of judgment upon judgment, the differences between the prices of 
the various sets of ‘‘ futures’’ and ‘‘spot’’ are determined, and 
also the directions in which they shall lie. In a degree ‘‘spot’”’ 
prices and ‘‘ future’’ prices may be taken as independent variables. 

It is the variability of the differences between the prices of 
‘‘ futures ’’ in respect of various grades and qualities of cotton, and 
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DIAGRAM.—Daily quotations on the Liverpool Cotton Market between 
December 29th, 1900, and March 21st, 1901. 





























= Spot (middling American). F = May-June. 
A= January. G = June-July. 
B = January-February. H = July-August, 
C = February-March. K = August-September and September. 
D = March-April. L = October. 
E = April-May. M = October-November. 


The base line of the chart has been taken as 4d. The spaces between the lines 
parallel to the base are equal to farthings. 

Along the base periods of fortnights are marked (Dec. 29th, 1900-Jan. 12th, 
1901; Jan. 12th-Jan. 26th; Jan. 26th-Feb. 9th; Feb. 9th—-Feb. 23rd; Feb, 23rd- 
Mar. 9th; and Mar. 9th to Mar. 28rd). The reason that they are not all of equal 
size is that the Cotton Market was closed for New Year’s holidays, at Queen 
Victoria’s death, and at Easter. 
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between the prices of ‘‘ futures ’’ with different periods to run, 
which has given rise to the kind of speculation known as a 
‘“ straddle.’’ A straddle is a speculation in these differences solely. 
The speculator may operate in one way so as to gain if the differ- 
ence upon which he is speculating increase, and in another way so 
as to gain if the difference decrease or the dearer ‘‘ future ’’ become 
the cheaper. His gains or losses are in nowise affected by upward 
or downward movements of the market as a whole. Obviously, as a 
result of ‘‘ straddling ’’ on the part of those qualified to deal in the 
Cotton Market by the possession of experience and information, 
the prices of different ‘‘futures’’ are brought into the relations 
which, by common opinion, they ought to bear in view of the 
general impressions as to demand and supply. 

An example will make the nature of the straddle clear. Sup- 
pose a dealer buys April-May ‘‘ futures ’’ at 4d. a pound, and sells 
the same quantity of May-June ‘‘futures’’ at 439d. a pound. 
Then, whether prices rise or fall as a whole, he gains if the differ- 
ence between the two prices becomes less than }2d., but, if it 
becomes more, he loses. On the other hand, had the dealer bought 
May-June at 432d., and sold April-May at 4d., he would have 
gained in the case of the difference increasing, and lost in the case 
of its decreasing. 

In conclusion we should like to draw the reader’s attention to 
the point that, in the event of our explanation of the changing 
relations between the prices of near and distant ‘‘ futures ’’ 
proving correct, the effect of ‘‘ futures ’’’ upon the extent of oscil- 
lation in ‘‘spot’’ prices may be read from these relations. It 
remains to examine these relations over a lengthy period and in 
different markets in order to gauge what the effect, as thus ex- 
hibited, has been. The obstacles in the way of straightforward 
induction and the inconclusiveness of the a priori argument 
render another line of proof of some importance. 

S. J. CHAPMAN 
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LONDON’S TAILORESSES. 


THE Women’s Industrial Council has, during the summer 
of the year 1903, been making an inquiry into the work of 
women in the London tailoring trade. The chief practical 
object of the inquiry was to ascertain what were the openings 
and prospects afforded by the trade to girls entering upon 
industrial life. Incidentally it was desired to gather informa- 
tion upon one or two much debated points—the effects of factory 
legislation, the extent of homework, the desirability or otherwise 
of mixed workrooms, &c. 

The method mainly employed was that of personal visits, 
both to workplaces and to workpeople at their homes; but the 
visits were checked and supplemented by reports from persons 
who had been long and familiarly acquainted with many 
tailoresses. 

Looking through the mass of material collected, one is struck 
chiefly by the singularly various conditions under which tailoring 
is carried on by women in London. ‘Tailoresses work in factories 
where every mechanical appliance is employed, and where sub- 
division of labour is carried to the extremest point ; they work in 
workrooms of all dimensions, which may be on the premises of 
a retailing firm, or on those of a small master who works at first, 
second, or third hand, and who may or may not live in the same 
room or rooms; with numbers of fellow workers, sometimes of 
their own sex only, sometimes of both sexes, or with only one 
or few companions; they work in their own homes, man and 
wife often together, or two or three women together, or singly. 
Moreover, these varied methods of production do not correspond 
with any exactitude to different classes of work. 

Thus, in one instance personally observed by an investigator, 
a coat was made in Soho, the vest belonging to it was made in 
Islington, and the trousers in Whitechapel. The place of sale 
of this suit shows that it was most probably destined for a West- 
end customer, and in all likelihood made to order. 
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The task of presenting a clear and orderly picture becomes 
in such circumstances very difficult, and a certain degree of 
repetition almost unavoidable. 

Let us, however, begin with the “‘ tailor’s shop,’’ as known 
to the retail customer—the place, that is, at which the customer 
inspects patterns, gets himself measured and fitted, and pays 
his bill. The material having been chosen, and the customer 
measured, the garment, or garments, will be cut out by a man, 
and by-and-by fitted on, also by a man, who may or may not be 
the same person. 

This fitter may or may not be a servant of the retail firm, and 
the work may or may not be executed on the premises of the 
firm. If it is so executed, it will be made probably in a large 
and light workroom, where men and women will most likely 
work together under the supervision of a foreman. ‘‘ Ladies’ 
tailoring ’’’ in particular is likely to be done in this way, and 
many dressmaking houses keep one tailoring room. Men cut, 
press, and often fit; women do the plainer, and occasionally also 
the more difficult, parts of the sewing. 

One instance has been met with, which is probably not 
quite the only one existing, of a woman who has acquired the 
art of cutting and fitting skirts, receives high pay, and is much 
valued by her employers. As a general rule button-holing, 
felling, finishing, and trimming form the women’s part of the 
work. 

The usual numbers in such workrooms as these are about 
ten men and about twelve women. The investigators report the 
rooms in all the instances seen by them large and airy; the 
girls of a superior class, and the wages (at piecework rates) 
from 15s. to 25s. a week, sometimes more; 17s. appears to be 
about the average. The regular hours are less than the maximum 
allowed by the Factory Acts, 8.30 to 7 o’clock being a very usual 
working day. In the season there will be occasional overtime ; 
on the other hand, in slack seasons the workers will be sent home 
early. The work in such workrooms is fairly regular, and wages 
do not drop severely at any fixed period. 

Such tailoresses are more highly skilled workers than ordinary 
dressmaking hands, and are better paid. Those among them who 
can braid and trim a skirt can readily command 25s. a week. 
But to do this requires more skill than is attained by the majority. 
There seems to be no regular apprenticeship, and no invariable 
period of training ; two years, however, is a very usual time. A 
girl enters the workroom at a weekly wage of 2s. 6d., and con- 





ee rR eT 








——E 


en NONE 





1904] LONDON’S TAILORESSES 557 


tinues to receive weekly wages on a rising scale for two years, 
but if quick and clever may be put to piecework before the end 
of that time. ‘This branch of the trade appears to offer to a 
well-trained and skilled worker a prospect of steady and well- 
paid work. 

Seldom, however, is all the work of any retail tailoring firm 
done upon that firm’s own premises, possibly, indeed, in no 
single instance. Some firms ‘‘ put out ’’ the whole of their work, 
even to the cutting ; and practically all put out some part. 

The cutters and fitters of fashionable firms are persons of 
importance and of power. In their hands generally lies the dis- 
tribution of the work, and it is hinted that instances of bribery 
are not unknown. To one of the investigators they were 
described in a moment of frankness as being “‘ the very deuce, 
if you will pardon the expression; their earnings are from £6 
to £7 a week, and you do not know them from the swells they 
fit.’ One of these gentlemen will be practically the employer 
of a little outside staff of tailors, with each of whom he will deal 
separately, and who will receive their pay from him. All or most 
of these will perhaps be working in a more or less light and 
spacious room, where each man pays for a “‘sitting,’’ which 
generally comprises, besides the use of a place to press his work, 
sitting space and table space for himself and the one, two, or 
three women whom he employs as assistants. 

The landlord of such a workroom may or may not be himself 
a tailor. Some of these tailors may work for two or three cutters, 
and may employ some of their fellow tailors, each of whom will 
in turn employ his own female assistants. 

Sometimes the cutter gives out the work to a ‘‘ small man,”’ 
who has his own workshop; and in those cases, where no regular 
cutter is kept, the “‘ small man’’ is a cutter, and attends at the 
retail house to fit the customer. 

The small man’s workshop will seldom employ a great number 
of hands, but will pretty certainly include a man machinist, a 
man presser, two journeywomen (one who sews, and one wha 
makes button-holes), and a girl who ‘‘ goes to shop,’’ that is, 
fetches and carries back work. This humble subordinate also 
runs on errands, and if she is quick, and understands her own 
interests, her aim—often successful—will be to ‘‘ pick up’’ the 
trade. 

For the women working in a workshop of these types the 
daily hours will probably be the longest allowed by the Factory 
Acts—generally 8 to 8 for five days a week, and 8 to 4 on Satur- 
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days. The conditions as to space, ventilation, and sanitation vary 
enormously. Roughly speaking, it may be said that their good- 
ness will be in proportion to—if such a word may be coined— 
their inspectability. | Workrooms that are externally recognis- 
able as working places will probably get inspected, and even the 
probability brings them up to a certain standard. On the whole 
the East End workshop—which has generally nowadays been 
built on purpose—is apt to be superior, in matters of sanitation, 
space, light, and air, to the West End workshop, which is too 
often a dwelling room neither intended nor suitable for the carry- 
ing on of a trade. The wages of tailoresses employed in work- 
rooms, especially in the West End, are high, while they receive 
any ; but their busy season is short, and in slack seasons only the 
very few best workers can fill up even half their day. 4s. to 
5s. 6d. or 7s. is, as things go, a high daily wage, 20s. to 25s. a 
high weekly wage for women workers ; but it must be remembered 
that the West End tailoress receives these high rates for less 
than half the year, and during a quarter of it may earn nothing 
at all. A tailor who at busy times employs two or three women 
has in slack time no more work than he can do alone, and— 
being a trained workman, able to make the whole of each 
garment—he does it alone, and the women are left without. 
Only the very exceptional tailoress is paid in slack seasons, for 
the sake of securing her services in busy ones. 

‘* A., who is a medium hand, is employed during the season 
for two or three days a week. In a good season it may be 
regular work for the season ; if bad it may be nothing. B., who 
is a better hand, will be employed during the season every day ; 
and for two or three days a week all the rest of the year, except 
in slack times. ... D., who is excellent, will probably be 
retained at some cost all the time, or some one else will secure 
her even at a loss during the slack time for the sake of her 
services in busy times. Such a case is rare.’’ 

Too often the small man’s workroom will be a living room, 
or even sleeping room of his own dwelling, and he will work with 
one or two female assistants only. The line of demarcation 
between such an establishment and homework proper becomes 
almost imperceptible. Homework is carried on by tailoresses in 
every, or almost every, district in London, upon almost every 
kind and class of garment, and under widely varying conditions 
as to hours, payment, and surroundings. Roughly speaking, the 
most highly skilled homeworkers live within easy distance of the 
large shops, from which many of them get their work direct. 
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Such people receive high wages, and pay high rents—often for 
very inferior accommodation. The position of the homeworker 
in this trade has undoubtedly been rendered harder by the influx 
of Russian and Polish Jews. Many of these are able to do tailor- 
ing even when they arrive in London; and others quickly acquire 
a certain measure of skill. ‘‘To these people,’’ writes an 
investigator, ‘‘ the tailor turns when there is a great press of 
work, and this accounts for the sight of a frock-coat of beautiful 
cloth in one of the poorest rooms I have entered, where a Polish 
Jewess, neurotic and ill, was making perfect button-holes. For 
each she was paid 14d.—it used, she said, to be 1}d.’’ The 
influx of these many skilled workers helps to render possible the 
supplying of garments to order at very short notice; this in 
turn breeds in customers the habit of not ordering clothes until 
they are wanted immediately, and the impatience of the customers 
tends to press all the work into a short period of the year. From 
March to June the skilled tailoress of the West End is frightfully 
over-driven ; during much of the rest of the year she is unable to 
get work at all. 

As far as regards the West End and Soho, what has been 
written above applies mainly to two branches of the trade, 
namely, ladies’ tailoring (carried on mostly in the workrooms of 
retail firms), and coat-making (carried on in outside workshops or 
at home). In these districts women may almost be said never 
to work upon trousers. ‘‘ Among the thousand or so of tailoresses 
whom I have known in the last ten years,’’ writes a lady who 
knows the workers in Soho well, ‘“‘I have only had one girl 
trouser hand. I am told that in the West End it is a different 
trade, and the girls can’t do it because it is too heavy, and also 
because the work is chiefly ‘bespoke,’ and it woul! be unfit for 
a woman to go to shop and take directions for trousers.’’ In 
the East End, where trousers are cut out by the dozen, or, indeed, 
by the hundred, the ‘‘ finishing ’’ of them is one of the most 
frequent tasks of the homeworkers. I have myself seen scores 
of women finishing trousers. 

‘A different trade ’’—these words, seldom heard from the 
East End worker, are familiar in the ears of the inquirer who 
visits the tailor or tailoress of the West. ‘There cutting, coat- 
making, waistcoat-making, trouser-making, breeches-making, and 
military tailoring are all different trades, and the man who 
follows one does not follow another—except, indeed, that a good 
many men know how to cut and fit the particular garment which 
forms their own province. 
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And of these provinces, one, waistcoat-making, is largely the 
property of women. Waistcoats are not heavy, even the pressing 
does not severely try a woman’s strength; and button-holes—- 
essentially women’s work—form a large proportion of the work. 
Skill rather than strength is required of the ‘‘ vest hand,’’ and 
in her trade a real apprenticeship still exists. Its period varies 
from one year to three, a premium of £1 to £5 is paid, and a 
small, but rising, weekly wage—2s. 6d. perhaps to begin with— 
is given to the apprentice. At the expiration of her apprentice- 
ship a girl will often earn, at piecework, 15s. to 30s. a week. 
A good and experienced worker will make, in busy times, from 
35s. to 50s. a week, and, according to one investigator, ‘‘ never 
less than 15s. a week in slack times.’’ If she works for a good 
City firm, or, as is sometimes the case, for two or three firms, 
she will not have a great deal of slack time. A good many women 
seem to succeed in setting up little workshops for waistcoat- 
making ; one instance—probably not a solitary one—is given of 
a man who has a waistcoat workroom, in which only the best 
work is done. He takes girl apprentices whom, when competent, 
he employs at a regular weekly wage of 15s. all the year round, 
without regard to their actual output of work. The condition of 
these girls approximates pretty nearly to that of indoor workers for 
a retail firm. 

The tailor and tailoress of the East End are not, as many 
persons suppose, invariably engaged upon the poorest and cheapest 
kinds of clothes. Such clothes are indeed made in the East End— 
especially in the Easternmost End, Bow, Limehouse, and Poplar 
—but a good deal of quite respectable second-class work is done in 
the workshops and homes of Whitechapel, and such work is 
almost as irregular and as dependent upon season as that in the 
West End. In the workshops piecework is usual, and wages 
in the busy season may be put roughly at from 9s. to 20s. a week, 
15s. being a fair average. Some instances of timework—by the 
day, not by the °week—were found, the day’s wage being from 
3s. to 5s. 

The regular hours are from 8 to 8, but the Jewish workers 
—who are numerous—do not of course work on Saturdays. The 
piecework rates paid to outworkers (for the same work) are 
generally the same as those paid to workshop hands, but where 
part of an employer’s work is done in his workshop and part 
outside, the indoor hands will be first supplied, and are apt, when 
there is a choice, to receive the best parts of the work. 

Button-holing, again, is as much done in the East End as in 
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the West, but is generally—not always—of a poorer sort, and 
the prices seem to be suffering from the competition of the button- 
hole machine. In Soho, the usual rates are 1d. for large, and 4d. 
for small holes, twist being supplied, but not needles or thread. 
A large hole is said in Soho to take about fifteen minutes to make ; 
a Whitechapel worker is said to make twelve in an hour. Per- 
sonally, I should be-inclined to think that hardly any woman 
makes twelve button-holes an hour—for, let us say, four hours 
running. Six seems to me a good average for a fairly quick 
worker. I knew a first-class button-holer, who used to work 
upon the best evening waistcoats, and who prided herself upon 
her quickness. She said that she had once, by a special effort, 
made 104 jn a day. These, of course, are small holes, and her 
day was, I suppose, the usual workshop day of ten hours. I find 
5s. a day named as the earnings of a fully-employed good button- 
holer in Soho, and in Whitechapel ‘‘ about 26s. a week.’’ This, 
however, I believe to be a maximum figure, attainable only in 
very busy times. It is noteworthy that throughout the East End 
Jewish workers, working, at piecework rates, for five days a 
week, earn as much as Gentiles working for six. Whether this 
be owing to inherent superiority, to the fact that the human 
machine works so much better when it has two days’ rest a week 
instead of one, or to the pressure of grim necessity, I will not 
venture to decide. It may be noted, however, that the Jew 
does not take that ‘‘ Monday off’’ to which his Gentile rival is 
prone. To the virtual equality of earnings all testimony seems 
unanimous, and I have myself inspected wage-books that con- 
firmed it. 

But tailoring is not carried on only in workshops and private 
houses. It is increasingly carried on in large factories, the 
methods of which differ essentially from those of the workshops. 
Moreover, there is an increasing tendency to establish such fac- 
tories in or near provincial towns, such as Colchester. ‘These lie 
beyond the scope of the present article, but their existence cannot 
fail to have an influence upon London conditions. 

Many of the large factories are well-appointed and under good 
management. In several instances the managers are men of very 
unusual ability and enlightenment; and this seems to be rather 
more frequently the case when the manager is not one of the 
actual owners. The system of work is one of highly developed 
subdivision, and in very few factories do learners acquire a com- 
plete knowledge of the trade. 

Some managers-—especially in factories of repute—insist on 
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apprenticeship, though no premium is demanded. The learner 
generally gives a short time without pay, then receives a small 
wage of 2s. 6d., or so, a week, and advances by gradual rises until 
she comes to be put on piecework. As a general rule, different 
sorts of garments are made in different rooms; there being a 
coat-room,’’ a ‘‘ vest-room,’’ and a ‘‘trouser-room,’’ in each 
of which there will be machinists, button-holers, and finishers. 
Often there will be a ‘‘juvenile-room,’’ on the same plan, or a 
room where “‘ contract work’’ is done. 

The cutting is invariably done by men, and the pressing also 
when hand-irons are used. Gas-irons are often used by women. 
The work in factories is comparatively regular, and the larger 
the factory the greater the regularity. Overtime is unusual, and 
slackness seldom goes beyond what can be met by ceasing work 
an hour earlier for a few weeks. Wages vary greatly, according 
to the nature of the work, and partly, it would appear, according 
to locality. Whitechapel, which the uninitiated wrongly regard 
as a region of abject misery, is better paid than South London ; 
and the reports before me confirm my own strong impression that 
the greatest poverty, the poorest types of worker, and the most 
hopeless conditions are to be found, not in the East End, but in 
certain districts of the ‘‘ South Side.”’ 

At one of the very best and largest of East End factories— 
one concerning which the reports of two different investigators 
have been given in—-the wages of fully competent workers are 
_ given as from 15s. to 20s. all the year round. These are not 
piecework wages. In the vest-room, where the most capable 
workers are employed upon garments of the best kind, the average 
is said to be 25s. Forewomen receive from 30s. to £2 a week. 
Women are employed in every branch except cutting. 

Men and women work in different rooms; a good character 
is required, and girls whose character is considered doubtful are 
promptly dismissed. The firm is careful in the choice of fore- 
women, who, as a general rule, are taken from outside the factory, 
a ‘‘stranger’’ being found to have ‘‘more authority.’’ Two or 
three married women are generally put to work in each work- 
room, and the manager employs these as an unofficial medium 
through which to check or reprove undesirable conduct on the part 
of their juniors. The conditions of lighting, air, space, sanitation, 
precautions against fire, &c., seem to be the very best possible, and 
the employees, who number several hundreds, of a good class. 

More hands are, however, needed, and there is a difficulty 
in getting enough respectable, quick, and intelligent learners. 
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The period of apprenticeship used to be three years, but the firm 
is lowering it to two, in the hope of encouraging more applicants. 
Indentures were found to be necessary as a protection to the 
employer, since girls would come for a year (during which time 
they rather caused loss to the firm than profit), and then, having 
learned something, would go to some other place, describing them- 
selves as having been employed at G.’s, which was ‘‘ always a 
recommendation.’’ The parents of the girls are, in the manager’s 
opinion, generally responsible for short-sighted conduct of this 
kind, and he bewails a lack of intelligent and sensible parents. 

Some work is put out by this firm, but reluctantly, and with 
a hope of giving up the practice. The same state of things and 
the same feeling prevails in some other factories, and one manager 
reports that careful and constant inspection of the homes to which 
work goes out is maintained. Supervision of this sort is so 
troublesome that managers who consider it a duty would naturally 
incline to dispense with outwork. That many factories of the 
worst kind do put out a great deal of work—generally, but not 
invariably, of a poor sort—and that such work is done often in 
extremely dirty and unsanitary places, every person knows who 
has seen the insides of large numbers of East End habitations. 
But though the workers are apt to be poorer and worse paid, I 
do not think any East End homes in which tailoring is done are 
—or indeed could be—more unsanitary and dilapidated than some 
of the far more highly rented ones in and about Soho. ‘The 
sanitary conditions in one house, the dwellers in which I knew, 
could not possibly be described in these pages. 

The homeworker in the remoter East End districts, and in 
South London, holds the very lowest place in the trade. The 
work demands little skill, and is paid for at piecework rates that 
often fall well below a penny an hour. ‘These very poorest 
homeworkers are scarcely ever Jewish. In a pretty considerable 
acquaintance with them I only remember one case in which the 
workers—unmarried girls—may have been Jewesses. Generally 
they are either widows or wives of casual labourers, and their 
condition is one of the most pitiable in the industrial world. 

If it be the case, as the inquirers were frequently assured, 
that homework is decreasing, and that work is passing more and 
more into the factories, this can but be a subject for rejoicing. 
My personal impression, however, is that the very worst shoddy- 
made clothing has always been, and continues to be, largely made 
at home, and that, if any diminution is occurring, it is not directly 
by the passage of such work into factories, but indirectly by a 
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cheapening of the better factory product, which therefore tends 
to drive out the inferior home-made article. I think—though I 
cannot substantiate my belief by hard facts and figures—that 
British workmen of the poorer sort, who used to wear cast-off 
second-hand garments, are getting better clothes than formerly, 
and that these clothes come mainly from the vast factories where, 
in many instances, conditions are good and- wages often not bad. 

In regard to the important matter of the influence of factory 
legislation, the information collected was not remarkable. The 
larger number of persons interrogated seem to have held no opinion 
on the subject. Out of 115 employers and 56 workers, only 45 
persons seem to have given definite replies to the question whether 
women in this trade were handicapped by the provision of the 
Acts. Of these, six expressed an opinion that women were 
handicapped, but three of those six ‘‘ nevertheless approved the 
restriction.’’ Thirty-four persons thought that women were not 
handicapped by the Acts, and five were doubtful. ‘‘ Remarkable 
unanimity was found among employers and employees in general 
approval of the Factory Acts, and the few objections that were 
made were not tothe provisions specially affecting women. Several 
employers maintained that when girls have worked the legal maxi- 
mum, they are not capable of more. One tailoress, who worked 
at home, said that it ‘‘is far better to work in workshops where 
the Factory Acts take effect, so as to have regular hours.’’ ‘‘ In 
fact, the evidence, such as it is, is favourable to the Factory Act, 
and gives no ground for supposing it constitutes any real 
grievance.”’ ! 

Reviewing the trade as a whole, it appears that waistcoat- 
making offers to a woman the best prospects of independence. 
Probably a little partnership of two or three skilled women receiv- 
ing work from one or several firms, and employing two or three 
learners, would occupy a position good enough to satisfy all their 
desires. In ‘‘ladies’ tailoring,’ too, there are good openings, 
especially in braiding and trimming, which men will not, or 
cannot do. 

As to factory work, there are some tailoring factories, especi- 
ally among the larger ones, in which the conditions of work are 
good, and which offer wages that for factory work range high. 
But there is not much prospect of advancement; the hours are 


1 See Special Report drawn up for use of the Committee of the British 
Association appointed to investigate the Economic Effect of Legislation regulating 


Women’s Labour, and printed on p. 34 (Appendix) of that Committee’s third and 
final report. 
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generally long ; even the best of tailoring factories is very noisy, 
and in the worse, “‘ driving ’’ is severe and prevalent. I remem- 
ber, for example, a well-paid woman machinist, whose boast it 
was that she kept three basters busy, and whose pallor and 
exhausted appearance proclaimed but too clearly her approaching 
collapse. 

In other branches prospects are, at the best, very uncertain ; 
the work alternates between periods of very high pressure, one 
of which comes in the warmest part of the year, and periods of 
aggravated slackness, one of which coincides with the greatest 
cold. 

As to health, the general report is not unfavourable. Long 
hours at any sedentary occupation are more or less injurious ; and 
work on poor cloth that gives off fluff and dust is bad for the lungs. 

Tailoring is often, though not necessarily, carried on in a 
more or less cramped position, and many workers have suffered 
in various ways in consequence. One instance is quoted of a 
woman who suffered from an internal disease which a doctor 
declared to be produced in a great measure by her thirteen years’ 
work at button-holing, during which she had always supported 
coats upon her knee in one particular attitude. 

Pressing with heavy irons is undoubtedly exhausting and 
dangerous work for the average woman; and the fumes of gas- 
irons are sometimes extremely unwholesome. Button-holing 
makes a great demand upon the eyesight, especially when—as is 
usually the case—the material worked upon is black or very dark- 
coloured. No girl should be allowed to enter on this branch of 
the trade without having hér eyes previously examined by an 
oculist. 

The burdens carried by quite young girls who ‘‘go to shop,” 
i.e., fetch and take back work, are often far too heavy. It is 
suggested by one lady of experience that the law should regulate 
the weight that young girls should be allowed to carry to and 
fro. 

On the whole the work is monotonous and not interesting. 
A lady who knows personally a very great number of the West End 
workers says: ‘‘I often hear girls say that they love their dress- 
making or millinery work. They almost invariably regard tailor- 
ing as an evil necessity—work in which they take no pride, and 
of which they heartily sicken.’’ 

A point of considerable importance is the degree to which 
women are exposed in mixed workrooms to offensive conversation. 
Here the reports differ very markedly, all those from the East 
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End pointing in one direction, and all those from the West and 
Central London in another. It seems to be clear that—speaking 
generally—the East End workroom is freer from this evil, and 
that—speaking generally—the West End workroom is prone to it. 
Many causes probably combine to produce this difference, which is 
one example of the general rule that a higher moral tone will 
on the whole be found in a district principally populated by 
working people than among a comparatively small group of 
workers dwelling in the midst of wealthy people. In the West 
End also, occasional instances will occur of a young woman work- 
ing as sole assistant to a tailor in his living and sleeping room, 
a practice obviously objectionable. The young girls, too, who 
““ go to shop,’’ that is, who fetch and carry bundles of work, are apt 
to become a good deal demoralised. The favour of the foreman 
may save such a girl from being kept waiting, and may sometimes 
cause work to be handed to her rather than another, and there are 
foremen whose favour is to be purchased by good looks, by smiles, 
flatteries, and a ready tongue. Of course, there are also foremen 
who are perfectly steady and respectable; but the general ten- 
dency of highly fluctuating season trades is not towards producing 
steadiness of character either in men or women. 

Another serious objection to tailoring as a trade is the preval- 
ence of long hours of work. In the great majority of cases the 
working day is the longest allowed by the Factory Act, and the 
growing dislike to these very long hours is probably one reason why 
the factories have a difficulty in getting workers. In workrooms, 
especially in the East End, although the nominal hours are the 
game, there is more elasticity, and the employer makes no com- 
plaint if his woman pieceworker comes in at nine, or even ten, 
instead of eight. 

This prevalence of long—and late—working hours virtually 
cuts off the young tailoress from the advantages of any technical 
training that might be carried on in evening hours. She, like 
other working people—may I not say, like other human beings ?— 
is not disposed after a ten-hours’ working day for further exertion 
either of brain or hand. If she is to receive training otherwhere 
than on her employer’s premises, it can only be in the year after 
leaving school, and in trade classes such as are provided by 
various municipalities and institutions in most European countries 
and the United States. Moreover, in waistcoat-making, which is 
one of the two hopeful branches for women, theoretic teaching can 
help but little. The waistcoat-maker is a highly skilled worker, 
but her skill is solely the result of practice. The principles under- 
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lying the making—for example—of a pocket can be learned in 
five minutes, but the good maker of pockets only becomes so by 
making many pockets. 

In ladies’ tailoring, indeed, modelling, pattern drawing, 
cutting, and fitting, especially of skirts, might advantageously be 
taught in day classes to girls before they entered an employer’s 
service. The demand for highly skilled workers in these branches 
is far greater than the supply, and even for the comparatively 


skilled the wages in this department are good. 
CLEMENTINA BLACK 


Norr.—Space has forbidden me to deal in this paper with that interesting and 
unique institution—the Army Clothing Factory at Pimlico. Tailoring is there 
carried on under admirable conditions, and the State would appear to be an 
excellent and enlightened employer. 


QQ2 








REVIEWS 


The Common Sense of Municipal Trading. By BERNARD SHaw. 
(Westminster : Archibald Constable and Co. 1904. 2s. 6d 
8vo. Pp. vu.—120.) 


Ir ex-Councillor of St. Pancras and unsuccessful London 
County Council candidate Shaw had endeavoured to conceal his 
identity with the better-known ‘‘ Bernard Shaw,’’ he would have 
been betrayed by his brilliant passages :— 


“ Saving, investment, life assurance, all of them most prudent and excellent 
operations for people who have had as much of present nourishment as they 
need, and still have something to spare, are, for heads of families in a state of 
privation, slow forms of suicide and murder; and those who preach them 
indiscriminately should be indicted for incitement to crime. Whena bishop 
offends in this way, people who really understand the situation feel their blood 
rising almost to guillotining point. Yet, after all, the bishop does not force 
people to take his inconsiderate advice. But the municipality does. The 
London County Council, for instance, goes to many an unfortunate wretch 
grimly struggling with poverty in a little shop, under-fed, under-clothed, under- 
housed, and consequently desperately in want of more money to spend on 
himself and his family. Taking him by the scruff of the neck, it says to him, 
‘Come: you must invest in the general prosperity of this magnificent metro- 
polis, of which you are—or ought to be—proud to be a citizen. You must no 
longer cross the Thames on a wretched penny ferry-boat: you must build a 
colossal Tower Bridge, with splendid approaches; or you must pass under- 
neath in tubular triumphs of modern engineering. You must no longer walk 
through slums from the Strand to Oxford Street : you must make a new and lordly 
avenue flanked with imposing buildings. And you must cheer yourself up with 
parks and bands, and run delightful steamboats on the river for your recreation 
on summer evenings.’ ” 


Almost any book would be redeemed by such passages, but it 
must be admitted that ex-Councillor Shaw’s book requires a good 
deal of redemption. It occasionally drops into assertions worthy 
only of those journals which seem to consider it their mission to 
maintain the infallibility of town councils. .What can be more 
absurd than the statement, ‘‘Chancellors may have to issue 
national stock at a discount; but a borough treasurer simply 
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names a figure and gets it at par.’’ Personally, I quite agree that 
the financial position of, say, West Ham, is infinitely superior 
to that of the United Kingdom, and that the chairman of a 
borough finance committee who juggled with his figures as Chan- 
cellors of the Exchequer habitually do, would soon be dismissed 
in disgrace, but it is fatuous to allege or insinuate that towns can, 
as a matter of fact, borrow as cheaply as the national Government, 
when everyone knows it is not the case. Again, Mr. Shaw exults 
in the fact that ‘‘if the clerkship to the London County Council, 
worth £2,000 a year, with the chance of a knighthood, becomes 
vacant, every provincial town clerk can present himself as a can- 
didate for the post without forfeiting or risking his already secured 
position in any way. He can also, of course, resign his post, and 
engage in commercial enterprise at any moment; but the fact 
that he practically never does so shows that there is nothing to 
be gained by such a step.’’ There is nothing absolutely incorrect 
here, but the sentence reads a little oddly when we remember 
that the last clerk (as well as the last engineer) to the L.C.C. 
retired in order to engage in commercial pursuits, and that im- 
portant provincial town clerks did not exactly rush to apply for 
the vacant post. 

These, of course, are details. But I do not think Mr. Shaw 
has got the root of the matter. His views are still those of the 
Fabian Society in its prime. In 1904 they are old-fashioned, not 
to say antiquated. ‘‘ Parasitic trade’’ is not now a term to con- 
jure with. The ‘‘fair-wages clause’’ has turned out an easy 
shibboleth, and the world has ceased to expect regeneration from 
a slight increase in the wages and decrease in the hours of tram 
conductors. If municipal enterprise is to be recommended at all 
in a business-like age, it must be because it does its work cheaper 
and better than private enterprise, not on account of incidental 
advantages, real or imaginary. which it gives to the persons 
employed. As to this, Mr. Shaw is not very satisfying. He lays 
far too much stress on the difference between the rate of interest 
paid by a local authority and the rate of interest or dividend 
expected by investors from a commercial company. ‘The truth is, 
that the difference is not very great, and in relation to the total 
cost of the product it is generally very trifling indeed. The differ- 
ence between the rate at which a water company or a gas company 
can raise capital, and that at which a local authority can borrow 
capital, is a very small matter when worked out in water-rate or 
price of gas. The persons who benefit by low prices for water 
or gas, or the persons who benefit by low rates, or both, have 
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certainly gained enormously in those English towns which have 
had the water and gas in municipal ownership from the beginning ; 
but only a small part of the gain has come from the different rates 
of interest. The great bulk has come from the fact that these 
towns have retained profitable monopolies in common ownership 
instead of giving them away to private persons. The idealist of 
individualism usually says that the monopolies might have been 
given on terms which would have prevented them being unneces- 
sarily profitable, but he seldom gives practical help in securing 
such terms, and the ordinary town councillor is quite justified in 
believing that in practice, in England, at any rate, it is impossible 
to secure such terms in regard to water, gas, and tramway under- 
takings. 

For this reason it would be ‘‘ common sense’’ for the persons 
who benefit by cheap services of this kind, and for persons who 
benefit by low rates in any particular locality, to retain these 
monopolies, and refuse to give them away or to barter them away 
for a mess of pottage, even if the municipal management were not 
quite so good as that of a company of shareholders. But do not 
let us make any mistake as to the identity of the persons who bene- 
fit by cheap services or low rates. No doubt a cheapening of gas 
next year will benefit consumers of gas, big and little, in propor- 
tion to their consumption, and a lowering of rates next year will 
benefit ratepayers, big and little, in proportion to their assess- 
ment, compounding landlords included. But this account of what 


‘ 


. happens in the short run does not complete the inquiry. Does 


anyone seriously believe that large consumers of gas (say, shop- 
keepers with a long evening trade) are better off in Sheffield, 
where gas is cheap, than in Bournemouth, where it is dear? Or on 
the south side of the Thames in London than on the north side? 
Are the ratepayers of Norwich and West Ham really worse off 
than those of Oxford, where the rates are not half as high? If 
Mr. Carnegie paid off the entire debt of West Ham, would the 
persons who at present happen to be ratepayers in West Ham 
benefit to the extent of £2,500,000? Clearly not. The persons 
who in the long run get the benefit of cheap services and low 
rates in any particular locality are the owners of the land and 
of the buildings, so far as they can be regarded as permanent. If 
the London water companies had not been given the very valuable 
monopoly of supplying water to London, the Dukes of Bedford, 
Portland, and Westminster would be considerably richer than they 
are. I do not think ground landlords are prominent among the 
supporters of the Industria] Freedom League; if they were, it 
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would be a proof of monumental stupidity, for what could be 
more idiotic on the part of the owner of an estate than to give away 
to a third party the right to supply his tenants for ever with 
one of the necessaries of life? 

To the tenants and occupiers of the present it makes no differ- 
ence whether part of the value of the area they hold or occupy has 
long ago passed from the hands of the landowners into those of 
water and gas and tramway companies or not, and it is at least 
doubtful whether the distribution of wealth has been made more 
unequal by the transfer. Consequently, supposing municipal and 
private management equally good, it is common sense for 
everyone who has an interest in the fixed property of an area (and, 
of course, even a short-term tenant has some interest) to oppose 
the giving away of profitable monopolies, but the public, and the 
economist who represents the public, need not worry about the 
transfers which have been made any more than about any other 
form of improvident gifts. The question for the public in general 
is whether municipal or private management is best, or, to put it 
in the jargon of economics, whether industry and capital will be 
more productive under municipal or private management? This 
is not a question of the division of ownership of particular pro- 
perty between landlords and owners of water or gas rights, but a 
question as to the utilisation of the productive forces of the com- 
munity ; and there is no reason whatever to believe that the advan- 
tages of better utilisation will accrue entirely or even chiefly to 
landowners. No doubt the superior management of the services 
of particular places will largely benefit the owners of those par- 
ticularly well-managed places, but the results of good management 
in general will be very widely spread through the whole com- 
munity. 

Mr. Shaw thinks the question whether municipal manage- 
ment is better cannot be settled by figures, and it certainly cannot 
till we have better figures than at present and a public which 
has a good deal more intelligence in comprehending statistics. 
The mistake usually made in the controversy is the ridiculous 
assumption on the part of each side, that municipal or private 
management is best everywhere and under all circumstances. As 
a matter of fact, a sensible man may without the least incon- 
sistency think poorly of municipal management, and yet advocate 
it in his own town, or be strongly in favour of it in general and 
yet oppose it in his own town. It is mere fanaticism to suppose 
that either town councils or companies are never corrupt or somno- 
lent, or never pure and active and intelligent. Taking things as 
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they really are, and dealing with twentieth-century England, there 
is considerable probability in the view that most, if not all, of the 
great engineering works required for the joint benefit of the 
inhabitants are better managed by a town council which repre- 
sents, as accurately as is compatible with the possession of an 
efficient staff, the persons who benefit immediately by im- 
provements in the services rendered. The fact that ultimately 
many or most of the consumers or ratepayers will have to part 
with most of the benefit obtained, transferring it to their customers 
or their landlords, is not in practice important, because sufficient 
time elapses to make the benefit a real one, and the ultimate 
transfer is scarcely believed in. Municipal management is based 
on co-operation of consumers, very like that of the co-operative 
distributive societies. _ And so it may be said that ‘‘ common 
sense ’’ is in favour of municipal trading in regard to these great 
engineering works which cover a whole district with some kind 
of network (macadam, pipes, wires, rails, or what not). 

I doubt whether we can go further than this, and I doubt 
whether Mr. Councillor Shaw would have voted for very much 
more in his council. But the better-known Bernard Shaw, of the 
Fabian Society, who seems to have written most of the book 
now before us, wants us to go a great deal further. That he 
scarcely appreciates private enterprise at its full value is well 
shown when he complains that ‘‘it will not start a new 
system until it is forced to scrap the old one.’’ Surely the beauty 
. of the system lies in the fact that it is forced. Nobody with any 
proper self-respect claims that the average director, shareholder, 
or man of business is intelligent, enterprising, and gifted with 
a real desire to serve his fellow-creatures. Such a claim on his 
behalf would be ridiculous. What is claimed is that, as a rule, he 
is obliged to serve them, whether he likes it or not. Unreadiness 
to scrap superseded machinery is often strongly displayed by muni- 
cipalities. | Municipalities all over the country, especially in 
London, are retaining in use old-fashioned water-carts which 
water half the width of road which can be covered by a modern 
mechanical cart, because they are not ‘‘forced’’ to scrap the old 
ones, though it would be really much more economical to do so. 
That Mr. Shaw scarcely appreciates the difficulties of municipal- 
isation is indicated by his belief that ‘‘the problem of housing 
cannot be satisfactorily solved ’’ until ‘‘ the municipality owns all 
the land within its boundaries, and is as free to deal with it as our 
ground landlords are at present.’’ For what is ‘“‘the munici- 
pality’’ at bottom but the land and houses and other buildings 
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and works on a certain area? Of course, many municipalities at 
present hold large quantities of land and buildings, but this simply 
means that this property is attached to the rest in joint ownership. 
For example, if I buy some property in Oxford I practically buy 
along with it my share of the city property. But if the whole area 
were city property it is difficult to make out to whom it would 
belong unless to the owners of corporation stock. Imagination 
boggles at the task of conceiving a municipality free of debt and 
owning all the land and buildings in its area. Whether it spent 
its income on benefits for the inhabitants or reduced it by lowering 
rents, it would degenerate into a kind of almshouse in which the 
almsmen would find some way of selling their rights. And, in the 
name of Socialism, what right has a municipality to own the pro- 
perty within its borders? Why should the Connemara peasants, 
or even the Indian ryots, be cut out of their share of the land value 
of London? Moreover, if municipalities are to own their area, 
how is a new town to grow up? I recently passed over the site 
of the proposed Garden City, and observed no particular capacity 
in those waving cornfields for owning themselves. Land national- 
isation had its difficulties, but land municipalisation seems an 
amorphous absurdity. 

In concluding these remarks, I feel more in charity with 
Mr. Shaw than when I began them. It is impossible not to feel 
grateful to an author who, in the words of the French translator, 
““ gives one so furiously to think.’’ 

EDWIN CANNAN 


Local Government in Scotland. By Maset ATKiInson, M.A. 
(London : Blackwood and Sons.) 


Miss ATKINSON asks her critics to remember that her book is 
‘not intended as an exhaustive treatise, but as an introduction 
for the student to a field hitherto curiously neglected, and as a 
readable book for the general public.’’ ‘To write a book on Local 
Government so readable as to capture the attention of the general 
public seems to us a high ambition; but Miss Atkinson may be 
assured that she has written more than an introduction for the 
student to pastures she has marked out for her own. Indeed, to 
get our grumbling over, we may say that the chief drawback of the 
work before us arises from the fact that the writer has endeavoured 
to compress within four hundred pages not only a description of 
the existing Scottish Local Governing bodies, their functions, 
financial arrangements, and the control exercised over each by the 
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Central Government, but a discussion of most of the problems 
general to local government in all Western States, and particular 
to Scotland. This has resulted in the inadequate treatment of 
difficult problems. The question of ‘‘ Municipal Trading ’’ cannot 
be properly discussed incidentally to descriptions of structure and 
function, even when the discussion is gathered into an appendix 
of six pages. We think the author would have done better either 
to have written the elementary treatise which she proposed, or 
to have given herself space to deal adequately with the problems 
she has raised in the further volume, which we should have 
delighted to read. We could also have wished that the writer 
had revised her opening chapters a little more carefully. The 
word ‘‘retiral’’ is unfamiliar to us, and we do not think “ legisla- 
tive’’ should be used as a substantive. Nor do we understand 
why, in a beok on Local Government, it should have been neces- 
sary to make the doubtful strategic prophecy that, in case 
of an invasion of this country, Kent would be the first 
county attacked. These are small blemishes; but occurring in 
the introductory chapters (and, as one discovers, there only), they 
give the reader a wrong impression as to the care with which the 
work, as a whole, has been revised. 

The book, which is divided into sections on the Structure, Func- 

tion, and Finance, with chapters on Central Control, and a sum- 
mary of the authoress’s conclusions, does, however, provide us with 
a most interesting and readable account of the Scotch system of 
Local Government. In the main it is an account of things as 
they are, with enough history to afford us some intelligent appre- 
ciation of why they exist, and some indication of how Miss Atkin- 
son would have them altered. Beyond the democratisation of 
these public bodies, which she regards as completed, she describes 
two processes at work, namely, the transfer of functions from 
smaller to larger areas, and, parallel with this, the gradual dis- 
appearance of the so-called bodies ‘‘ad hoc,’’ and the concentra- 
tion of functions on a single representative body within each area. 
These processes Miss Atkinson approves. She is also a con- 
vinced but discriminating advocate of municipal trading. 

The work confers upon the English student the great boon of 
enabling him to compare the system of Local Government in Eng- 
land with that of Scotland. As to the structure of the bodies in 
the two countries, with some few exceptions the differences are 
not marked or in any way vital. The Royal Burghs correspond 
to our ordinary Municipal Corporations ; and the absorption of the 
Police Commissioners by the Burgh Councils is parallel to the 
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absorption of statutory bodies of commissioners and of Local 
Boards of Health by the English Town Councils. So the Police 
Burghs of Scotland (especially as they seldom have control of their 
police) seem to correspond with English Urban District Councils, 
and the similarity comes out not only in their functions but in the 
fact that suburbs of Glasgow have been allowed to become 
separate police boroughs, just as suburbs of Manchester and other 
large English towns have been allowed to become and to remain 
urban districts. There are, of course, many differences in struc- 
tural detail between the governing authorities of Scotch and Eng- 
lish towns. In Scotland there are no county boroughs, but most 
of the towns with more than 50,000 inhabitants have, by local 
Acts, acquired the powers in which English county boroughs re- 
joice. On the other hand, English boroughs have no _ bailies, 
though separate commissions of the peace constitute, not infre- 
quently, a compensation for that deprivation. But the careful 
reader of Miss Atkinson’s work will conclude that the differences 
between the structure of town governments in England and Scot- 
land are of form rather than substance, of detail (though occasion- 
ally important detail) rather than principle. 

In county government before the reforms of 1888 in England, 
and of 1889 in Scotland, there were, however, striking differences 
between the two countries. How many Englishmen, we wonder, 
who know accurately the functions of praetor and censor have 
ever heard of the Commissioners of Supply? Yet, across the 
Border, it was the Commissioners of Supply, namely, all men of 
each respective county who possessed landed property to the value 
of £100 a year, the agent of such a one, or the heir to landed 
property of above £800 annual value, who governed the counties 
in Scotland down to 1889. A hundred years ago there were 
similar primary bodies (though with much lower property 
qualifications) governing English parishes; and, indeed, the 
Commissioners of Supply had their exact counterpart, in con- 
stitution at least, in the bodies of Fen Drainage Commissioners 
created in most of the eastern and east midland counties of 
England between 1700 and 1800. Since 1889, however, county 
governments in Scotland and in England have been formed on 
the same general lines. One of the great fundamental problems of 
local government, that of how to arrange areas to suit functions, of 
course, constantly crops up in this book ; and it is interesting to 
note how the difficulty of devising a proper area for the care of 
public health has been dealt with in the Scottish counties, by the 
device of subordinate district committees, formed for areas the 
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determination of which was left almost completely to the discretion 
of the county authorities. In connection with the county, too, 
the English student will note Miss Atkinson’s account of the 
Sheriff, who may not equal his English namesake in dignity 
but probably surpasses him in usefulness. 

It is in parish government that the Scottish system differs most 
from the English. In England, until the Act of 1894, the whole 
tendency of legislation had been to disestablish the parish, whether 
we use the word to mean an area or an authority. In Scotland no 
such disestablishment ever took place, and parochial boards, be- 
sides administering the poor-law, have in the “landward ’”’ 
parishes of Scotland other functions which render them of far 
more importance than the English Parish Councils. 

We have little space in which to deal with the chapters on 
Function, in which the Public Health Administration, Poor 
Relief, and the provision of Education, of Roads, and of Recrea- 
tion, are well described, and, on occasion, ably criticised. We 
would especially commend the chapter on Education, which 
seems an excellent historical and critical summary of the Scottish 
System. But we have read these chapters with some care, and 
have concluded that whilst in some matters they manage better 
in Scotland, yet in England, even in London, we are not 
without our grounds for satisfaction. For instance, we usually 
manage to secure that the Medical Officer of Health and not a 
Sanitary Inspector shall be the Chief Official of the Health 
Department of a great town, which, it appears, is more than can 
be secured in Scotland. 

Although, as we said at the outset, we think the work might 
have been better planned, or rather, that the plan might have 
been more strictly adhered to, yet we congratulate Miss Atkinson 
on a considerable, solid, and useful addition to accessible 
knowledge. We have complained that some questions are raised 
the adequate discussion of which is rendered impossible by the 
limits of the book. But nevertheless the reader will find much 
acute and suggestive criticism, founded on the study, not only 
of documents, but of governing bodies “‘in action.’’ We hope 
the general public of Scotland will read this book; but we have 
greater hope that the section of the public which intelligently 
regards politics, national or local, will do so. If, as Miss Atkin- 
son believes, local political institutions can help us to base upon 
the economic conditions of our time a society free, or freer, from 
destructive and demoralising elements, no thoughtful Scottish 
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citizen can afford to be without the knowledge which a work 
like this puts into accessible form. 
F. H. SPENCER 


Methods of Social Advance: Short Studies in Social Practice by 
Various Writers. Edited by C. S. Locu. (London: 
Macmillan and Co. 1904. Pp. 192.) 


In this small volume, edited by Professor Loch, various papers 
and addresses have been brought together that have served as the 
basis of discussions at special meetings of the Council of the 
Charity Organisation Society. The chapters range over a large 
variety of subjects, starting, after a brief introduction by the 
editor, with a paper by Dr. Cantley on ‘‘ The Rearing of 
Children,’’ and ending with a few pages, also by the editor, which 
are intended to reflect the motive not simply of this volume, but 
of the whole work of the Charity Organisation Society. Those 
who are adversely critical of the work of this Society, and 
they are many, might do well to read these few lines of Professor 
Loch’s. They form a short and reasoned statement on the 
moral basis of communal life. The real meaning of 
‘“‘charity,’’ which is constantly being dimmed by either 
the weakness or the coldness of the ‘‘charitable,’’ is stated. 
‘* Charity ,’’ we read, ‘‘ is a social principle.’’ ‘‘ Ultimately society 
is based on charity—on love working through individual and social 
life; and social advance depends largely on the ability of the 
people to realise this principle, and to act upon it.’’ Nay, more: 
‘‘In one sphere of thought, at least, religion is charity made fer- 
vent.’’ In these days, when so many of the institvitional forces of 
religion are in solution, it is well that the laity shouid not hesitate 
to claim for the spiritual and moral foundations of life their right- 
ful place—in industry and in public administration not less than in 
care for the poor. 

But ‘‘charity’’ is not simply an emotion. A “social prin- 
ciple’’ must be thought out, and often the basis of charity itself, if 
it is to find its most effective expression, is knowledge—partly his- 
torical, partly psychological. The importance of the place that the 
“School of Sociology,’’ the aims of which are explained by Mr. 
Urwick, must hold, is thus assured. Knowledge, when concerned 
with the phenomena of social life, is a constant revelation of their 
changing forms. Change implies either growth or decay, and thus 
the operation of causes that can be analysed and that should be 
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either strengthened or weakened. The treatment of hardly 
any social problem, save that illustrated by a _ hospital 
“ casualty ’’ case, can start from the circumstances of its present- 
ment. If it do so, it is probably superficial; at the best it deals 
only with symptoms. Neither is it enough that charitable action 
should be simply remedial. Curative drugs are the temptation of 
many besides those who practise medicine, and the Charity Organ- 
isation Society itself is constantly learning that much of its most 
effective work must deal not simply with cures, however complete, 
but with prevention. Thus, in the present volume, the Editor’s 
Introduction deals with ‘‘ Distress and its Prevention.”’ Dr. 
Cantley, in his paper, gets behind the consulting-room of the chil- 
dren’s hospital to the various causes, largely of ignorance, that 
bring the children there. Miss Nussey, as regards more general 
cases at the Westminster Hospital, and Miss Mudd, at St. 
George’s, as regards phthisical cases, have analogous problems in 
view, while the preservation of health is more avowedly and 
directly the object of Colonel Duke, in writing his paper on ‘‘ Physi- 
cal Education.’’ From the public administrative point of view 
Mr. J. R. Motion writes on the same great theme, urging the 
point, never worn threadbare in a community that enjoys (and 
suffers from) a vigorous political life, that the effective administra- 
tion of existing laws is often more needed than fresh legislation. 
Dr. Cantley’s paper directs the mind, through the medium of 
young children, to the fundamental importance of good home 
management, and Mrs. Bosanquet, in a paper on ‘‘ Wages and 


' Housekeeping,’’ again shows how necessary it is to distinguish 


between ‘‘ unwise economy’’ and insufficient earnings, and how 
often poverty is the direct consequence of the former. From the 
point of view of the home, Mrs. Bosanquet’s subject may be 
described as the need of care in the apparently small and recurring 
duties of daily life. In a paper on ‘‘ Apprenticeship,’’ by Miss 
M. K. Bradby and Miss F. H. Durham, the claims of industrial 
foresight are urged, in a form in which not only will parents and 
elder children have to participate, but also—and the point is 
strongly urged—employers. The difficulties of introducing even 
modified forms of indentured apprenticeship are exceptionally 
great at the present day, especially in London; but the ease with 
which lads can earn good wages, and the annual crop of low-priced, 
semi-skilled labour that results, is in itself a proof of the urgency of 
the problem of industrial training. The admirable work of the 
Jewish Board of Guardians in the matter of apprenticeship receives 
recognition in this paper. 
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In such a volume as this the question of unemployment natur- 
ally assumes some prominence, and is dealt with from various 
points of view : by Mr. Rider Haggard, in relation to agriculture ; 
by Mrs. Bosanquet, in connection with relief works ; by Mr. T. H. 
Nunn, in a thoughtful, but not very sanguine, paper on ‘*‘ Muni- 
cipal Labour Bureaux ’’ ; and by Sir George Livesey, who is able 
to base a hopeful exposition of the principles of ‘‘ Industrial Co- 
partnerships ’’ on the notably successful experience of the South 
Metropolitan Gas Company. Mr. Mackay has a paper on ‘* Poor 
Law Reform,’’ in which he runs counter to a good many of the 
conventional principles of direct representation in his proposals for 
reconstruction. One suggestion—that the Local Government 
Board should have greater powers of nomination on the reconsti- 
tuted local boards—is said to find one of its minor justifications in 
‘“‘the vote of the irresponsible compound householder ’’—an irre- 
sponsibility that it is perhaps unwise to accept as a permanent 
factor in the voting strength of our communities, and one that 
Professor Loch would diminish or dispel by the adoption of plans 
that he describes in a paper on “‘ The Separate Payment of Rates.”’ 

The volume, as a whole, is a mine of information and sugges- 
tion, and more than justifies the modest expectation of those to 
whom its publication is due, that the papers ‘‘ would interest a yet 
larger audience ’’ than those who listened to their original de- 
livery. A short précis of the discussions that followed, and the 
provision of an index, would have still further increased its value. 

ERNEST AVES 


Industrial Organisation in the Sixteenth and Seventeenth Centu- 
ries. By GrorGE Unwin. (Oxford: Clarendon Press. 
1904. Pp. 277.) 


THE whole field of economic history is crying out for investiga- 
tion in detail. The work of Dr. Cunningham has supplied the 
student with a general framework, while Professor Ashley’s ‘‘ In- 
troduction to English Economic History’’ forms an admirable 
guide to medieval economic history. But there is room for endless 
monographs. Most of the contributions to a fuller and more 
detailed knowledge of special epochs of our history have hitherto 
been furnished by German or American investigators. English- 
men have as yet done very little to elucidate the special phases 
of English industrial or commercial life. No single book exists 
dealing fully with English gilds or English town life after the 
fifteenth century. Mr. Unwin has attempted to supply one of the 
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many gaps and to give in considerable detail a much-needed his- 
tory of the English industrial worker from the time of the trans- 
formation of the gilds to the period when Mr. and Mrs. Webb 
take up the story of Trade Unions in the eighteenth century. 

In so doing, Mr. Unwin has contributed many new ideas. At 
the beginning of the eighteenth century we find unions of wage- 
earners in many trades, such as the wool-combers and tailors, with 
the men thoroughly organised in opposition to the employers. 
Mr. Unwin’s task is to show how they arose. 

He traces the break-up of the gild system and the capture 
of the associations by the trader or shopkeeper. The manufac- 
turer remained outside the corporation and made common cause 
with the journeymen. It was becoming easier for the journey- 
men to become small masters owing to the fact that the traders 
were giving out work to be done on commission in the worker’s 
own home, and thus a class of small manufacturers was formed 
who were dependent on the trading interest for the sale of their 
goods. 

The journeymen and small masters, being separated by no very 
great social gulf, combined in the same associations in opposition 
to the richer merchants of the livery, who possessed the raw 
material and sold the finished product. Hence the feature of the ~ 
seventeenth century is the incorporation of the small masters into 
companies. On the difficult subject of the decay of towns in the 
sixteenth century, Mr. Unwin throws some interesting light. The 
Weavers Act of 1555 has hitherto been looked upon as setting 
limits to the ‘‘factory system.’’ Mr. Unwin brings out that it 
was also intended to prevent the growing migration from the 
town to the country by allowing the townsmen practical freedom 
in the matter of looms and apprentices, while carefully restricting 
the country weavers. Indeed, the story of the effort of the 
Government to control the development of industry for the benefit 
of town employers is one of the best parts of the book. Mr. 
Unwin’s researches, like those of Dr. Cunningham and Miss 
Leonard, all tend to the rehabilitation of Charles I. The preserva- 
tion of the independence of the small master against the mono- 
poly of the trader was the object of the Stuart industrial policy, 
and for that reason Charles granted charters of incorporation to 
the small masters in many trades—a privilege for which, of course, 
they paid. 

In elucidating the reasons which led the small masters to com- 
bine, Mr. Unwin brings out some interesting points. He shows 
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that the object of the small masters was to raise a common fund 
which would relieve them from the disadvantages arising from 
the smallness of their individual capital. They could, as a ‘‘ com- 
pany,’’ make joint purchases and have a better chance of disposing 
of their goods, and he cites some early instances of joint stock 
enterprise for the purchase of raw material. 

Just as the trader differentiated from the small master in 
the sixteenth century, so the tendency of the  seven- 
teenth century was for the small master to become what 
Mr. Unwin calls an ‘“‘ industrial capitalist,’’ a person who 
organises the manufacture instead of the trade, as the 
earlier capitalists had done. The wage-earners, who are being 
exploited, try in their turn to form associations or incorporations 
which are the precursors of the modern trade union. One wishes 
Mr. Unwin could have traced the causes which led to the rise 
of the man with industrial capital. There are many interesting 
questions left unanswered. Why did the man with industrial 
capital emerge at the end of the seventeenth century? Where 
did he obtain his capital? What were the general conditions that 
produced this revolution, and why had the journeyman’s case 
become so hopeless that he could never attain to the status of 
industrial capitalist? To none of these queries does Mr. 
Unwin’s book afford any answer. The reasons for the growth of 
the organising manufacturer have yet to be traced, and his con- 
nection with the trading capitalist needs working out. The rise of 
the industrial capitalist means the rise of the ‘‘ great industry,”’ 
and one cannot help wishing that Mr. Unwin should have said 
more about the underlying causes of the revolution. 

It is doubtful whether in actual life the trader and the manu- 
facturer were as separate as Mr. Unwin seems to think. In Duns- 
ford’s ‘‘ Historical Memoirs of Tiverton,’ p. 346, we hear of one 
Peter Blundell, born in 1520, who acquired a fortune by selling 
Devonshire kerseys. Then he invested it in the manufacture of 
them, returning to Tiverton to start the business, which became 
‘‘ very extensive,’’ so that he employed ‘‘ great numbers of people, 
and was highly beneficial to all his trading connections.’’ Some 
years before his death, ‘‘for the more convenient direction of his 
affairs,’’ he resided in London. Here was a man who both 
organised the manufacture and sold the product, and from starting 
as a trader became a big employer. 

Mr. Unwin considers (p. 195) that he has ‘‘disposed of 
some of the facts’’ upon which the proposition is based, that 
England’s industrial ascendency in the past was due to “‘ the 
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successful adoption of a mercantilist policy of bold economic 
agegression.”’ 

He seems to think that because the men of Shrewsbury were 
unable to keep out the men of London, who wanted to buy up 
Welsh cloth, and because, also, the cloth-finishing project of 
James I. failed, and that it was found inadvisable to continue the 
laws against middlemen buying up wool, that the industrial liberty 
so acquired built up the greatness of England. It is far more 

etrue, however, to say that monarchical interference built up 

England’s maritime industrial and commercial supremacy. 
Though the cloth-finishing project of James I. failed, many other 
projects had succeeded. It was chiefly owing to the wisdom of 
Edward III. that we had a cloth-making industry in England 
at all. To the deliberate efforts and interference of Elizabeth 
and Cecil much of the progress of the sixteenth century is due. 
They had no hesitation about granting patents to start a new 
branch of trade, and they promptly put a tax on alum to assist 
the native manufacture. And they were brilliantly successful. 
Again, under the Whig Government, protection and encourage- 
ment were afforded to the linen trade. Perhaps, in spite of this, 
the linen trade took root in both Scotland and Ireland, and did 
not languish, as no doubt it ought to have done, under the 
influence of a bounty. 

It is exceedingly difficult to prove that English industry grew 
great because it was fostered, but it is quite certain that in the 
trade which had received the most careful amount of Government 
attention—the cloth trade—England was leading the world in 
the early part of the eighteenth century. Mr. Unwin records a 
few failures in a long series of successful attempts, and these 
failures do not discredit the system when the results have been 
so brilliant. 

It is difficult to understand what Mr. Unwin means when he 
talks of ‘‘ the comparative absence of mercantile restrictions ’’ in 
England as contributing to her success. As far as the history of 
the industrial policies of European nations has been investigated 
for the sixteenth, seventeenth, or eighteenth centuries, there 
appears to have been no nation that had a more effective system 
of restrictive legislation than England. The leading example of 
‘‘ the comparative absence of mercantile restrictions ’’ is Holland, 
and she definitely gave place to the great protectionist power of 
England about 1750, when an inquiry was held into the causes of 
the decay of Dutch trade.’ 


1 Proposals made by his Highness the Prince of Orange for redressing and amend- 
ing the trade of the Republick, 1751. 
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The one experience England did have of the comparative 
absence of restriction was under Cromwell, when the country was 
brought to the verge of economic ruin. The experience then 
gained led to the reconstruction of the mercantile companies, as 
well as to the vigorous policy of stimulating industry in every 
possible way, so successfully carried out by the Whigs. During 
Whig rule, when the encouragement of industry was tried on the 
largest scale ever attempted in England, she definitely became 
the workshop and carrier of the world. 

In this respect, therefore, it seems to me that Mr. Unwin has 
misconstrued the whole tendency of European economic history. 

There is one slight slip which might be noted in passing. On 
p. 152, in referring to the joint stock enterprise of the eighteenth 
century, Mr. Unwin obviously means the nineteenth, when such 
undertakings again became possible. 

The book is a very valuable addition to our knowledge of 
industrial history, although it is not an easy one to read. Mr. 
Unwin has collected much new information from hitherto un- 
tapped sources, and no student of the sixteenth or seventeenth 
centuries can afford to dispense with his work, however much they 


may at times differ from his conclusions. 
LitiaN ToMN KNOWLES 


Bisocialism: The Reign of the Manat the Margin. By OLIVER R. 
TROWBRIDGE. (Moody Publishing Company : New York and 
Chicago. 1903. Pp. 427.) 

THE author of this book restates a familiar case in what is, in 
some respects, an unfamiliar manner. The case is substantially 
‘‘ the doctrine of taking ground rent for public revenue,’’ as origin- 
ally expounded by Henry George ; but the argument is developed 
by the aid of the theory of value as elaborated by the Austrian 
economists : ‘‘ Bisocialism recognises the true nature and import 
of the market as manifested in value and cost.’’ Unfortunately, 
the author has found it necessary to improve upon the already 
over-specialised terminology of the text-books. It is accordingly 
difficult to state his argument without the accompaniment of a 
glossary. It may suffice, however, to explain that ‘‘ Bisocialism,”’ 
as distinguished from ‘‘Omnisocialism,’’ represents the creed of 
‘‘those Socialists who would limit the State to the socialisation 
of but two things, viz., natural opportunities—represented by 
ground values—and public utilities.’’ Bisocialism would therefore 
‘‘ retain the present industrial and commercial systems stripped 


of all monopolies and special privileges.’’ The argument of Bi- 
RR 2 
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‘ 


socialism starts from the assumption that there is an ‘‘ economic 
problem,’’ and that to arrive at the essence of the problem ‘‘ we 
must submit all economic phenomena to the tests of scientific 
analysis.’’ ‘The inquiry, therefore, falls into two parts. In 
Part 1 an attempt is made to ‘‘ define the terms and deduce the 
laws that are necessarily involved in all true economic inquiries ”’ ; 
while in Part 2 these definitions and laws are applied, ‘‘ not only 
in determining the fundamental faults of the established order, 
but also in elaborating the principles and the working plan of a 
complete remedy for all the economical evils which now beset us.”’ 
For it is a principal defect of ‘‘ the standard Political Economy ”’ 
that it points out no criterion by which it may be definitely and 
positively determined whether a certain kind of property or a cer- 
tain kind of business should, or should not, be socialised. In 
order to arrive at a judgment upon the merits and demerits of a 
‘““competitive system of production,’’ we are asked to analyse the 
processes of the market, and to investigate the ‘‘ origin and essen- 
tial features of value and cost.’’ Here the author has an organum 
ready to his hand—‘‘ that most fundamental of all economic ideas 
—the idea of the margin,’’ and it must be acknowledged that he 
uses it with considerable thoroughness and effect. The following 
passage may serve to indicate the purport and character of the 
author’s inquiry :— 


“If it be true, as the theory which we have developed maintained, that 
value is essentially a limited and measurable portion of utility, that its lowest 
limit is fixed by the point of disutility, and its upper limit by the point of 
exchange, which, in turn, is determined by the utility and disutilities of the 
marginal pair, then it behoves economic science to inquire into all the con- 
ditions which may surround or affect the men who produce and purchase at the 
margin. For if they are the determiners of value, cost and price, then all 
economic research must extend to them and not exhaust itself in a study of 
conditions which chiefly surround those who are furthest from the margin” 
(p. 126). 


Market price, then, being determined by the competition of 
the ‘‘ marginal pair’’ (the marginal seller and the marginal buyer 
in any market), and it being understood that the marginal pair are 
representatives of marginal groups of sellers and buyers respec- 
tively, it becomes necessary to examine the conditions which 
determine the identity of the marginal seller and buyer. All pro- 
duction resulting from the application of labour-power (directly 
or indirectly by the use of capital-power) to ‘‘land-power,’’ the 
marginal producer is the seller that produces upon the ‘‘ marginal 


land-power ’’ ; this being with respect to a given market ‘‘ a land- 
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power upon which given labour-power, assisted by given capital- 
power, will produce the least net value of any land-power neces- 
sarily used to supply such market.’’ ‘This yields in turn the con- 
ception of the economic margin of a given market, which may be 
defined as ‘‘ the aggregate of all marginal land-powers which are 
tributary to such market.’’ But the normal economic margin is 
not available for use by the normally marginal labourers. ‘‘ The 
artificial depression of the economic margin by the holding of 
superior land-powers out of present use and occupation necessi- 
tates a distinction between the normal economic margin and the 
artificial margin which usurps its place.’’ In the last analysis, 
‘‘ the prosperity of all men not beneficiaries of artificial conditions 
is based upon the return acquired by the man who exerts common 
labour-power at the economic margin,’’ so that he becomes in 
truth ‘‘ the most important personage in the whole field of econ- 
omics,’’ and, indeed, suggests the true economic standard of value 
—a day’s common labour upon the economic margin. Having 
shown, then, that the prosperity of the community at large, in 
normal conditions, is based directly upon the prosperity of its 
marginal producer, the author proceeds to consider values which 
have their origin, not in normal conditions—‘‘the conditions 
which attend a market unaffected by juridical institutions, laws, 
or customs ’’—but in artificial conditions arising out of the power 
of the State to create and maintain “differential privileges’’ in 
industry, exchange, and land tenure. A fairly familiar argument 
leads up to the formulation of the ‘‘true’’ canon of taxation— 
‘“men should be taxed only.upon the ground values and the 
public utility franchise values (if any) annually possessed by them, 
and should be taxed to the full extent thereof every year.’’ The 
author concludes that, having ‘‘ treated in a brief and comprehen- 
sive manner all of the primary questions which pertain to econ- 
omic science in both normal and abnormal conditions,’ he is 
‘‘ now prepared to say, upon the authority of economics, and with 
the certitude of science, that there is a criterion by which the 
policy of the State towards the institution of property under any 
system, actual or proposed, may be tested and correctly deter- 
mined.’’ For the statesman, there is an economic imperative, and 
it is this—‘‘ the State must destroy all monopoly values ; it must 
socialise all ground values and all public utility franchise values ; 
it must individualise all labour values and capital values; and 
withal it must maintain an economic system which permits and 
protects the fullest co-operation in industry and the freest com- 
petition in exchange.’’ This conclusion is compared with the 
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“established order,’’ the teachings of ‘‘standard political 
economy,’’ and ‘‘ Omnisocialism.’’ The established order ‘‘ recog- 
nises, in a limited way, the beneficence of the market, but not 
sufficiently to make the market absolutely free.’’ The admitted 
evils and defects of the established order are obscured by the 
teachings of political economy, “‘ based as it is upon a partially 
false and wholly inadequate theory of value’’ ; for ‘‘ it does not dis- 
criminate as to the origin of values.’’ In the programme of 
‘*Omnisocialism,’’ on the other hand, there is no recognition of the 
economic margin. In abolishing the open market, the advocates 
of Omnisocialism ‘‘ destroy the natural basis of all economic pheno- 
mena, and put their proposed system at once upon an artificial 
footing.”’ Omnisocialism, again, fails to recognise ‘‘ the peculiar 
significance of the land-power in the economy of the State.’’ As 
against Omnisocialism, Bisocialists advocate the Socialism of the 
open door—a Socialism, that is, which rests upon ‘‘ the right and 
opportunity of self-employment and exchange.’’ ‘‘ For want of 
sufficient analysis of the laws of the market,’’ the Omnisocialist 
‘confuses monopoly with capital and differential privilege with 
competition ; he consequently mistakes the remedy.’’ On the 
other hand, Bisocialism is not an arbitrary and experimental 
scheme for the solution of industrial problems, for ‘‘its working 
plan is not without an economic basis.’’ It recognises competi- 
tion, but would make it free; it does not destroy the market nor 
forbid exchange, but it would restore the normal market and 
‘*completely unshackle’’ trade. 


** When all monopoly values have been destroyed and all ground values and 
public utility franchise values have been completely socialised, industry will 
not be forced to exert itself below the normal economic margin. The marginal 
return to common labour-power will then become the true and unerring 
standard for the measurement of all labour values. The marginal pair will 
then become the determinal of all market values, and the marginal labourer 
upon a marginal land-power will becorne the unconscious but certain arbiter of 
all wage questions.” 


Such is a brief outline of a Socialism which (like that of Pro- 
fessor Loria) is based on the recognition of ‘‘the peculiar signifi- 
cance of the land-power in the economy of the State.’’ It follows 
that in the author’s judgment the ‘‘ ultimate ’’ causes of poverty 


are institutional and economic; and it is only when equality of 
opportunity is secured by the ‘‘restoration and raising of the 
normal economic margin that it is possible to draw a clear line of 
demarcation between the voluntary and the involuntary poor.’’ 
submerged *’ class may be traced to the arti- 


The existence of a 
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ficial depression of the economic margin rendered possible by the 
institution of property as it exists. On the other hand, the author 
not only makes light of the question of compensation to existing 
owners, but is not very precise as to the manner of taking the 
most fundamental step in the programme of “‘ Bisocialism ’’—the 
socialisation (by taxation) of all ground values. Difficulties of 
theory as well as of practice might well be raised both 
by ‘‘standard political economists ’’ and by ‘*‘ Omnisocialists’”’ 
as to the sufficiency of the methods by which “ Bisocialism”’ 
would compass what most persons would recognise as the economic 
ideal—‘‘ constantly to increase the opportunities of the man who 
is at the bottom of the economic scale.’ On the other hand, the 
argument of the author claims the respect and the attention of 
both the economic parties ; it is not only set out with remarkable 
clearness and force, but it is eminently thorough and sincere. 
Bisocialtsm is, in fact, a book to be reckoned with ; its case is not 
a new one, but it has seldom, if ever, been stated in such strength. 
It is one of the most redoubtable, as well as one of the most 
‘* scientific,’’ contributions to the literature of Socialism that has 
appeared for some time. The author meets both the Economists 
and the Collectivists on their own ground and with their own 
weapons, and both will find him an antagonist worthy of their 
steel. 
SipneY Bay 


Studi Economico Soctali Contemporanet (2). ACHILLE LORIA. 
Verso la Gtustizia Sociale. (Milan: Idee, Bataglie, ed 
Apostoli. 1904. Pp. 572.) 


THE collection of essays, addresses, and reviews which Pro- 
fessor Loria has here brought together makes up a considerable 
volume, and is a remarkable testimony to the erudition and ver- 
satility of the author. It has also rather more character and 
significance, and consequently more justification, than always 
attaches to collections of the kind. The title, Verso la Giustizia 
Sociale, fairly expresses the unity of interest which gives to a mis- 
cellany of vart studi something of an organic structure. They are, 
in fact, all studies in one idea—in a certain conception of ‘‘ Social 
Justice,’’ which is never, indeed, explicitly stated, but is always in 
the background as the dittatore invisibile of the whole. The per- 
sistence of such a central idea gives a more than occasional interest 
to what were originally occasional productions. These various 
studies may, in fact, be regarded as a kind of exercise in the Pro- 
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fessor’s characteristic ideas of social and economic evolution. Of 
these ideas the author reminds the reader in an Introduction, 
which raises the fundamental question that is perpetually sug- 
gested in one form or other by the studies which follow—‘‘Is 
there a Social Justice?’’ Professor Loria’s discussion is charac- 
teristic ; he will have no parley with the conception of ‘‘ abstract 
justice ’’—‘‘ the sterile fancies of natural right ’’—but he is equally 
opposed to the ethical neutrality so often and so vainly attempted 
by economic science. Nor does the conception of evolution as 
applied to economic phenomena make ideals superfluous ; on the 
contrary, the consciousness of a better form of society is itself a 
factor of evolution; but it gives them precision and direction. 
Ordinary conceptions of social justice are too vague to supply a 
method of ‘‘ social metrology.’’ What is wanted to give precision 
to ideas of reform is a positive and realistic analysis of economic 
processes—the study of the economic system ‘‘in its successive 
forms and ulterior tendencies.’’ We can then contrast the 
economic system as it exists, not with an abstract ideal, but with 
another concrete system—a better form of itself; not with some 
archetype of justice, but with the forma economica tendenziale, in 
which society will attain definite equilibrium—what Professor 
Loria calls a forma economica limite. For arbitrary and subjec- 
tive conceptions of social justice we shall in this way substitute 
a relevant conception based upon an objective analysis of the 
nature and evolution of economic forces. 

This is not the occasion to expound or to discuss the results 
to which such an analysis has led Professor Loria. It is sufficient 
to notice that the regulative idea of a forma economica limite pro- 
vides him with a standard of measurement which he is able to 
apply to the valuation not only of successive economic forms, but 
of the various and conflicting efforts to realise ‘‘ social justice.’’ 
The ideal is to be found in the promise and tendency of the actual, 
if it is not to be the airy fabric of a vision. To introduce form and 
order into the chaos and anarchy of current ideas and aspirations 
may be said to be the mainspring of Professor Loria’s academical 
activity, and the various strains of argument and exposition which 
make up Verso la Giustizia Sociale are merely variations of this 
general theme. 

On the other hand, it would be difficult to do justice to the 
variety of interest and range of topics covered by these vari studt. 
They are conveniently, if not very precisely, arranged under the 
heads of saggt critici, saggt economici, saggt sociologici. The 
saggi critict are mainly appreciations of typical economists— 
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mostly, as already suggested, from a particular point of view. 
They include the article on the Italian School of Political Economy 
which the Professor contributed to the Dictionary of Political 
Economy, as also a sketch of economic “literature and events’’ in 
Italy, which appeared in the Economic Journsu. This section 
also contains an elaborate and characteristic attack upon the 
Austrian school. The-saggi economici deal with a great variety 
of current topics, the essays upon International Exchange includ- 
ing a discussion di alcune testi dell’ Edgeworth, which also ap- 
peared in the Economic JournaL. The saggi sociologici—some 
of which are rather popular in character—include articles on 
Herbert Spencer and on Mr. Kidd, the latter in the character of 
un mistico del materialismo. 

Quite apart from his peculiar theories, Professor Loria is fully 
armed as a critic ; he is not only an expert in economic theory, but 
his familiarity with economic literature is detailed and extensive, 
and he is keenly alive to contemporary movements both in theory 
and in practice. The fervour and exuberance of Professor Loria’s 
style may not be to the taste of some readers, who might prefer 
a rather drier light; and exception could certainly be taken to 
many of the views that are advanced with such vigorous and 
militant confidence ; but, taken as a whole, these essays in criti- 
cism constitute a contribution to economic literature of remarkable 
interest as well as of considerable significance. There are few 
writers on economics who are at once so learned and so spirited 
as Professor Loria, and there are few who touch so many points 
of human and social interest, 

SmpNEY BALL 


Les Systémes Soctalistes et l’ Evolution Economique. By Prof. 
MavrRicE Bourauin. (Paris: Librairie Armand Colin. 1904. 
10f.) 


Is Socialism practicable is the question which M. Bourguin has 
set himself to answer. Have the hopes cherished by many reformers 
that the adoption of some Collectivist system will remove the evils 
connected with the present economic organisation of society on 
the basis of free competition any real chance of fulfilment? Is 
the trend of economic development tending, as many believe, to 
bring about this transformation? These are difficult problems, 
and this volume, in which M. Bourguin has attempted their solu- 
tion, is marked by an impartiality, a critical penetration, and a 
wealth of knowledge that must arouse the admiration of all 
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thoughtful readers, whether they wholly assent to the conclusions 
set forth in it or not. 

The first part of M. Bourguin’s book is devoted to a careful 
analysis of the chief Socialist theories, and a consideration of the 
question whether, even hypothetically, they can be considered 
practicable. In the case alike of Collectivism, which would re- 
place the present method of exchange by a new standard of value 
in units of labour, and of State Socialism with its gigantic ad- 
ministrative machine, regulating everything and everybody, M. 
Bourguin shows, with relentless force, that apart from all other 
drawbacks the adoption of cither system must inevitably entail 
such a loss of freedom as would be, and ought to be, intolerable. 

The second part contains a detailed study of modern economic 
conditions with a view to ascertaining, by historical and inductive 
methods, the probable future trend of economic development, and 
to deciding whether an Individualist or Socialist organisation of 
society is likely to result. For, as M. Bourguin points out, the 
supporters of each of these two opposing systems claim with equal 
emphasis that the general trend of social change is in their 
favour. M. Bourguin’s own conclusions will be acceptable to 
neither side. While convinced that the laissez faire system has 
proved itself unequal to the complex needs of modern society, he 
also sees an impassable gulf lying between the present economic 
organisation, an organisation largely of individuals and autono- 
mous groups, and Collectivism, ‘‘cette gigantesque organisation 
bureaucratique, privée de nerfs et de muscles, aveugle et sans 
équilibre.”’ 

M. Bourguin’s final chapter, entitled, ‘‘ Le sens de 1’évolution 
et la politique sociale,’’ where he himself endeavours to play the 
part of prophet, is the one most likely to give rise to criticism. 
He first sets forth the Democratic ideal, which he holds will be one 
of the most powerful factors in the coming economic evolution. 
The passage deserves quotation :—‘‘ A sentiment has spread, not 
only among the masses of the people, but among thinkers and 
among many belonging to other classes of society, whose ideas 
are undergoing at the present time a strange transformation ; this 
sentiment is that in spite of incontestable progress manual 
labourers have up to the present received only a quite inadequate 
share of the material and intellectual gains of our century ; that in 
spite of the marvellous inventions which have placed the forces of 
nature at the service of man, the position of labour has not been 
ameliorated nor wages increased in proportion to the increase of 
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productiveness. . . . To those who are oppressed with the 
thought of the existence of misery, limitations, regulations, fiscal 
burdens appear trivial if they have for object to procure for all a 
minimum of existence and security.”’ 

So far, however, from there being any sign of the decrease or 
disappearance of the ‘‘salariat’’—the great aim of the earlier 
Socialists—M. Bourguin foresees an extension of that class. But 
he points out there is no necessity for the “‘salariat’’ to be also 
the proletariat. The existence of a proletariat does not depend 
on the fact that the services of a large class are remunerated by 
a time-rate of wages, but on the insufficiency of those wages, the 
insecurity of the work, and the position of dependence in which 
the wage-earner is placed in regard to his employer. Hence, the 
importance of obtaining higher wages, a limitation of working 
hours, security by means of State insurance and in other ways, 
and, most difficult problem of all, assurance against unemploy- 
ment. M. Bourguin is of opinion that the beneficent action of 
employers themselves, the influence of trade unions, and, above 
all, legislative action, will in the future bring about all these 
desirable reforms. He admits that this view may be considered 
optimistic, but explains that a certain amount of optimism is neces- 
sary in human affairs as tending to produce the very results 
desired. 

But we cannot help thinking that M. Bourguin’s optimism is 
extravagant, when he prophesies that, as soon as the “ salariat”’ 
has been thus transformed, ‘‘the opposition of interests between 
employers and employed will still subsist, as it exists between 
producers and merchants, between tradesmen and consumers, 
between all those who have to settle the clauses of a bargain; but 
the struggle of classes, the hateful and violent antagonism, will lose 
its raison d’étre, and will cease naturally.’’ Employers and em- 
ployed will arrange their bargains on terms of equality, and 
employers ‘‘ will accept the demands of the workmen and increases 
in wages with the same coolness and resignation with which they 
submit now to increased prices of coal and cotton.”’ 

Frankly, we doubt it. The cases are not parallel. An increase 
in the price of cotton due to a poor crop must be endured, but an 
increased wage to labour, due to better organisation, is not a 
necessity at all in the same sense. Often, from an employer's 
point of view, it partakes rather of the nature of an increase in 
price due to the action of a ‘‘trust’’ or ‘‘corner.’’ It may be 
noted that the recent adoption of half-time in the Lancashire 
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cotton mills as a defence against the operations of an American 

‘‘ corner,’’ was an action closely akin to a lock-out or a strike in a 
wages dispute. 

A somewhat similar optimism is, we think, displayed by M. 
Bourguin in answering the vital question whether, in the more 
highly organised state of society which evolution is tending to 
produce, the individual is not in danger of losing something of his 
autonomy. 

That the advantages of association cannot be obtained without 
some sacrifice of liberty is, of course, self-evident ; but M. Bour- 
guin has scarcely estimated quite correctly the extent of that sacri- 
fice. His idea, for instance, that English trade unions, while 
allowing the individual worker to obtain the reward of any supe- 
riority he may possess, merely prevent him from injuring the 
interests of his class by accepting inferior conditions is not con- 
sistent with facts. 

To his further consoling question—‘‘ But why should the in- 
dividual who now submits to the will of the majority in the poli- 
tical sphere find it more painful to submit to the same law in the 
sphere of his professional interests?’’—the only possible answer 
is that it is always more disagreeable to submit to two painful 
experiences than to one, and that the individual who has had to 
sacrifice himself to the rule of the majority in political matters 
would not desire to see that rule extended into his professional 
concerns. 

_ “If he loses,’’ continues M. Bourguin, ‘‘ something of his 
autonomy, it is only in the sphere of his economic action; as to 
the essential matters, as to the liberties which are as precious 
now as when first attained, liberty of movement, of thought, of 
speech—liberty as a citizen—they remain to him intact, or only 
endure diminution for causes absolutely foreign to the movement 
of economic organisation.”’ 

In the main this is doubtless true, but, at the same time, cer- 
tain tendencies can be traced in the more organised and demo- 
cratic society which evolution is producing, which suggest that 
even some of these elementary liberties may be endangered in the 
future. That most threatened is undoubtedly liberty of move- 
ment, and we wonder that M. Bourguin has not touched on the 
widespread tendency, based chiefly on economic grounds, to intro- 
duce a species of national ‘‘law of settlement,’’ and to restrain 
freedom of movement not only for members of different races but 
even for those belonging to the same. Perhaps, had be noted 
it, his enthusiastic greeting to advancing Democracy might have 
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been slightly modified, for no tendency can be imagined more 
injurious to that lofty ideal of human brotherhood by which Demo- 
cracy claims to be inspired. 

CHRISTABEL OSBORN 


Las Cajas Rurales, el Crédito Agricola, La Co-operacion el 
Ahorro, el Problema Agrario. By Rivas Moreno. 
(Valencia: F. V. Mora. 1904.) 

EVIDENTLY D. Rivas Moreno is performing a useful work in 
Spain, and the fact that his little book has run through four 
editions affords gratifying evidence that such work is appreciated, 
and therefore gives promise of bearing fruit. The glimpses which 
he gives of social economic conditions in the rural districts of his 
country may be read with advantage. Everything seems back- 
ward. Savings banks are few in number and not much under- 
stood. In 1903 there are said to have been only fifty-two in ‘‘ the 
peninsula ”’ holding 219,540,197 pesetas, that is, about £8 ,000,000, 
in deposits. Add the £4,000,000 said to have been deposited else- 
where, and you still have only £12,000,000 in a country of 
19,000,000 inhabitants, which does not altogether bear out the 
novel theory that Protection particularly favours thrift. Provi- 
dent institutions are scarcely known. Common effort is little 
resorted to. It is a little bewildering to be told on one page that 
the peculiar characteristic of the Spanish peasant is ‘‘ good 
faith ’’; then, that it is the want of ‘‘ good faith ’’ which stands 
in the way of the creation of Schulze-Delitzsch Credit Societies ; 
and, in the last place, that pn account of the ‘‘ bad faith ’’ pre- 
valent among the rick- and house-burning peasantry, insurance 
companies will not insure. The sketch given of Spanish agricul- 
ture seems to dispose of the vision of a sugar-beet-growing Spain 
eclipsing, by its productiveness, all other countries. D. Moreno 
describes Spanish agriculture as very backward, mainly for want 
of available working capital. 

To supply such want by means of ‘“‘agricultural credit ’’ 
appears to be his main ambition. He would, indeed, introduce 
provident societies, pawnshops, savings banks, and a variety of 
other useful institutions. But, above all things, he desires to be 
known as the ‘‘ Raiffeisen’’ of Spain. His zeal and earnestness 
are above suspicion. And evidently he has already met with a 
certain measure of success. But he has gone to the wrong school 
for information. To have Raiffeisen bracketed together as a 
‘* Socialist ’’ with Lassalle, and to find the excellent Raiffeisen 
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banks of Alsace spoken of as something altogether different, rather 
takes away one’s breath, and shows the author’s studies to have 
been not quite as well-directed as they were well-intended. Some 
reference might also have been made to other pioneers in the same 
cause, such as the late D. J. D. de Rabago and the sturdy co- 
operators of Catalonia. But certainly one would wish D. Moreno 


to be successful in his social work. 
Henry W. WOLFF 


The Kinetic Theory of Economic Crises. By W. G. LANGWORTHY 
Taytor. (University Studies.) University of Nebraska. 
1904. Pp. 77. 


THIS paper would certainly have been more readable and, we 
venture to think, not less useful, if fewer analogies had been 
employed, and if the author had not had such frequent recourse to 
the language of psychology and of other sciences. A sentence like 
the following, on page 38 (and there are many such), does not 
appear to us to throw much fresh light upon the subject of the 
paper. ‘‘ Since conjunctures exist in a hierarchy, since higher 
conjunctures are progressively psychic, since what is psychic is 
characterised by motion, and since motion is a matter of process 
and function, it follows that the general circumstances that we 
call a process, having motion and a psychic character, may, in 
turn, be regarded as belonging to the environment, when con- 
sidered relatively to a still higher process ; this is the evolutionary 
explanation of the analogy of society to a moving equilibrium.’’ 
' “‘Crises phenomena’’ are, according to the author, ‘‘ normal ”’ 
and ‘‘ kinetic.’’ Their proximate causes ‘‘ act in obedience to 
laws of motion and change.’’ A thorough study of crises, he 
thinks, ‘‘ will give to laws of that character a much greater pro- 
minence in economic theory than they have hitherto claimed or 
attained.’’ ‘The paper contains several criticisms of Mill and the 
older economists, who the author thinks employed too exclusively 
the static method. However this may be, we are _ inclined 
to think that Mill’s analysis of economic crises is, on the whole, 
quite as satisfactory as the one before us. 


9° 


H. S. Furniss 


Money: A Study of the Theory of the Medium of Exchange. By 
Davip KintEy. (London: Macmillan. Pp. 415.) 


PROFESSOR KINLEY deals in this volume with almost every 
question affecting money, including its history, its importance to 
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society, its distribution and value, the methods of measuring its 
purchasing power, together with credit, bimetallism, paper- 
money, and other kindred matters. The text shows that its 
author has studied the subjects dealt with with great care, an 
impression confirmed by an excellent bibliography. The result 
is, however, disappointing. The expressions used are sometimes 
very loose. For example, it is stated that, as to commodity money, 
‘part of its value is certainly due to the demand for it for mone- 
tary purposes ’’’ (p. 63). Again, we are told that, with regard to 
copper in China, and gold in the United States, in each case 
‘‘the value of the coin is large for its bulk relatively to the needs 
of the community ’’ (p. 75), and that ‘‘it is a common belief that 
the demonetisation of silver by Germany contributed not a little 
to the rise in the price of gold’’ (p. 194). The author is conse- 
quently often difficult to follow, and one is not unfrequently led 
to suspect that the looseness of expression is due to a certain 
confusion of thought. A second reading, it is true, sometimes 
revealed a meaning not at first suspected, and this may indicate 
that the fault lay with the reviewer rather than with the reviewed. 
The general conclusions arrived at are, as a rule, sound, but cer- 
tainly the precision of expression which should characterise a 
text-book is not here to be found. 

It is, however, to the author’s treatment of the theory of credit 
and of the value of money that most exception may be taken. 
‘* The total value of money,’’ it is stated, ‘‘ will always be deter- 
mined by the utilities which it creates or saves’’ (p. 130). Here 
we are in doubt as to the meaning of the word “‘ determine.’’ If 
this sentence can be construed into meaning that utility is a neces- 
sary factor in the creation of value, no exception need be taken ; 
and when we find a paragraph headed, ‘‘ The value of money at 
any moment determined by demand and supply’ (p. 135), we are 
inclined to adopt some such interpretation. But such sentences 
as the following make it impossible to believe that the commonly 
accepted views on this subject are held by the author. ‘‘ The 
value of the money in use at any time will be fixed by competition 
for it; and, socially speaking, it will be the capitalised value of 
the service rendered in the marginal exchange’’ (p. 135). With 
regard to the equilibrium ‘‘ between the marginal utility of money 
for reserve purposes and its marginal utility for direct payment,”’ 
we are told that ‘‘this equilibrium would emerge when credit 
exchanges and direct money exchanges had each been pushed 
down to the point where the expensiveness of exchange to society 
by each method is proportionate [in inverse proportion?] to the 
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volume of exchanges performed by each method ’’ (p. 206). If 
the author’s views as to the value of money had been more clearly 
enunciated, it would have been easier to criticise them. 

The concluding chapter deals with convertible paper currency 
in a satisfactory manner, although exception may be taken to one 
or two paragraphs. Like most American economists, the author 
desires greater elasticity in the issue of notes, though no definite 
machinery for securing this object is suggested. The plea for this 
demand is that ‘‘ people who want the seasonal extra supply of 
currency are too far from banks’’ to make use of other credit 
machinery, and are, moreover, ‘‘more or less unaccustomed to 
keeping banking accounts ’’ (p. 362). Here we have the explana- 
tion of the greater need for elasticity in the United States than 


in England. 
L. DARWIN 


Le Réle de la Monnaie dans le Commerce International et la 
Théorie Quantitative. BERTRAND Noacaro. (Paris: Giard 
and Briére. 1904.) 


THE author deals almost entirely with the theory of the adjust- 
ment of international demands by the transfer of bullion as elabor- 
ated by Ricardo, Mill, and others. He considers that these writers 
are wrong in many of their theoretical conclusions, and that their 
main thesis cannot be confirmed by statistical investigations. He 
admits that his conclusions are mainly negative, but he appears 
to believe that a nation which no longer possesses that superiority 
in productive power which is necessary to maintain the equili- 
brium of international trade, will see its money driven from its 
shores, and some of its inhabitants forced to emigrate en masse 
(p. 204). The author’s main difficulty in dealing with the various 
questions involved appears, however, to be his incapacity to ap- 
preciate arguments based on the separate effects of independent 


variables. 
LEONARD DARWIN 


Law in Business. By H. A. Witson. (London: Methuen and 
Co. 1904. Pp. viii.—150. 8vo. 2s. 6d.) 


TuIs little book is apparently designed to be useful to men of 
business in their transactions in daily life. It is divided into 
eight chapters, of which the first two deal with general principles 
applicable to contracts according to the law of England. The 
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next five (Chapters III.—VII.) deal with specific contracts, as 
Bailments, Agency, &c.; while Chapter VIII. is devoted to 
Bankruptcy. The book is written in a simple non-technical 
manner, so as to be easily ‘‘ understanded of the common people.”’ 
The writer cites no authorities. 

The value of a book of this kind can only be to give laymen 
a general notion of their rights and duties in business trans- 
actions. It has not, and does not profess to have, any scientific 
value. Books of popular law, so to say, like those of popular 
astronomy or other science, may open the eyes of their readers 
to the extent and importance of the study, but cannot give them 
a comprehensive view of the subject. Neither can such books 
be depended upon as a guide in practice. The idea of ‘‘ Every 
Man his own Lawyer”’ is a dream. As has been said, the man 
who conducts his own case or makes his own will has a fool for 
his client. 

The present book seems to be fairly accurate, so far as it goes, 
though a certain number of its statements would require modifica- 
tion. It is probably about as good as a book of the kind can 


be made. 
HENRY GOUDY 


Entstehung und Riickgang des landwirtschaftlichen Grossbetriebes 
in England. By Dr. Hermann Levy. Pp. vi., 247. 8vo. 
(Berlin : Julius Springer. 1904.) 


THE salvation of English agriculture lies, according to Dr. 
Levy, in the hands of the small farmers. He begins his careful 
and exhaustive treatise with a history of the development of the 
large farm in the middle of the eighteenth century. It gradually 
became an accepted theory that farming on a large scale was the 
only possible form of agriculture for this country, a view which the 
writer condemns as a hasty generalisation from facts imperfectly 
comprehended. The high price of wheat current from 1765 gave 
a stimulus to this particular branch of agriculture in which the 
large capitalist farmer has overwhelming advantages over his 
small competitor, and the small competitor was crowded out of 
existence. It was not until 1870 that the tide turned. Foreign 
competition ruined the British wheatgrower, but raised the small 
farmer to his feet. The low price of bread, coupled with a rise of 
wages in the towns, left the working classes a margin of income 
which served to create an effective demand for meat, vegetables, 
fruit, and dairy produce—the products of the small farm 
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par excellence. Agriculture has adapted itself, though very slowly, 
to the new conditions, and here, according to the writer, if we 
are wise we shall stop. A revival of the corn taxes would throw 
the whole machinery out of gear, restore the order that existed 
prior to 1870, and re-create the old artificial antagonism between 
town and country. Dr. Levy has some interesting things to say 
regarding peasant proprietorship, and goes at some length into the 
question of co-operation, which he considers the small farmer’s 


best weapon against his foreign competitors. 
H. REINHERZ 


Deutsche Arbeitskammern. By Dr. BERNHARD HARMS. 
(Tibingen: H. Laupp. 1904. Pp. xii—96. 8vo.) 


In the interests of industrial peace, a Royal Decree of February 
4th, 1890, promised the working men of Germany special facili- 
ties for giving expression to their needs and wishes in a ‘‘ free and 
peaceful manner.’’ The wording of the Decree was sufficiently 
vague to avoid the necessity for immediate action, and until re- 
cently the question did not become one of practical politics. The 
Social Democrats had begun their campaign for ‘‘ Arbeitskam- 
mern,’’ that is, industrial councils established by the State, and 
consisting of an equal number of representatives of employers and 
workmen, as early as 1877; the other parties eventually took up 
the matter, and on January 30th of this year the battle was won. 

Dr. Harms gives an account of the councils at present in 
existence in Belgium, Holland, France, Italy, and Switzerland, 
and describes their origin, their constitutions, and their practical 
achievements. He then traces the movement in Germany from 
its initiation by Schénberg in 1871, to the present day. The last 
chapter reviews the whole question of industrial councils, their 
functions and uses, suggests the lines on which the forthcoming 
German councils should be established, and points out how the 
mistakes, which are chiefly responsible for the councils’ lack of 


success in other countries, may best be avoided. 
H. REINHERZ 


Der Liibecker Schoss bis zur Reformationszeit. (Staats und 
Socialwissentschaftliche Forschungen.) By Dr. J. Hartwia. 
(Leipzig: Duncker and Humblot. 1903. Pp. xii—2387. 
8vo. M. 5.20.) 


THE Schoss was a direct tax established in the free city of 
Liibeck in the eleventh century, and in force until 1811. 
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Originally a purely personal charge levied on burghers only in lieu 
of personal service, it became in the thirteenth century a general 
tax on property, from which only the Clergy, Knights, and Guests 
within the city walls were exempt. The tax was not collected, 
and there was no control over the amount charged. On the 
appointed day each man brought his contribution, and placed it in 
a chest ; the authorities had made known what percentage on his 
property they claimed—the rest was left to his conscience. The 
Schoss was an important institution until the middle of the fif- 
teenth century, after which it began to lose ground. The city was 
at peace, its financial needs diminished, and certain municipal 
enterprises, notably a Beer Cellar, furnished a large proportion of 
the revenue required. 

This book is the hundredth volume of a series of economic 
studies edited by Prof. Schmoller. The editor’s practice is to 
encourage young writers to the study of historical subjects rather 
than controversial questions of the day, which, in his opinion, they 
are not qualified to solve. The ‘‘ Liibecker Schoss’’ is the work 
of a docile and painstaking disciple. The history of the tax, the 
time and method of levying it, the amount, the incidence, the 
yield, are described in the minutest detail, with copious extracts 
and quotations (which might with advantage have been translated 
into modern German) from the records and registers of the city. 
The writer ventures on no expression of opinion, and leaves his 
readers to decide whether or not the tax played a useful part in the 


life of the city. 
H. REINHERZ 


An Inquiry into the Nature and Causes of the Wealth of Nations. 
By ApaM SmiTH. Edited, with an Introduction, Notes, mar- 
ginal Summary, and an enlarged Index, by EDWIN CANNAN. 
(London: Methuen and Co. 1904. 2 vols. 8vo. Pp. 
xlviii. +462, 506. Price 21s. net.) 


THIs is incomparably the best edition of the Wealth of 
Nations. In industry, scholarship, and utility to the serious 
student, it eclipses all its predecessors. The text of the Wealth 
of Nations, bound in cloth, can now be purchased for a florin, and 
only the serious student can be expected to buy this guinea 
edition. But he will undoubtedly get his guinea’s worth. Mr. 
John Rae’s admirable Life of Adam Smith, and Dr. Bonar’s 
Catalogue of a large part of Adam Smith’s library, together with 
the Lectures of Adam Smith, edited by Mr. Cannan in 1896, have 
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enormously simplified the task, never before thoroughly under- 
taken, of investigating the ‘‘ sources’’ upon which Adam Smith 
drew for his immortal work. He himself quotes his authorities 
to a much greater extent than is commonly supposed. But Mr. 
Cannan has verified—often corrected—them, and has supple- 
mented them with references sometimes omitted, or only vaguely 
alluded to, by Adam Smith himself. He follows the text of the 
fifth edition, the last published in the author’s lifetime, but gives 
the reading of each earlier edition when any differences are to be 
found. And he has added a useful marginal summary, and an 
enlarged index, which very greatly increase the readiness of 
reference to this great classic. Altogether, a masterly edition. 
In the introduction to his edition of the Lectures, Mr. Cannan 
observes : ‘‘ The most conscientious effort has been made to resist 
the temptation to which commentators on the Wealth of Nations 
have generally succumbed, of using the text as a mere clothes-line 
on which to hang editorial opinions on economic theory.’’ He 
has not now been so conscientious, or so successful, in this re- 
spect, as to avoid some fragment of the reproach thus justly 
levelled against his predecessors. He is, indeed, very sparing in 
this kind of commentary ; but it could be wished he had abstained 
from it altogether. Even an occasional critical note is, unfor- 
tunately, liable to lead the unwary reader to assume that Mr. 
Cannan, when he keeps silence, sees no reason to qualify the 
statement in the text. And when he does “‘ qualify the state- 
ment,’’ his very terseness makes it necessary, in some cases, for 
the reader to qualify the qualification. To comment upon the 
Wealth of Nations fully is to write a treatise. To comment upon 
it spasmodically seems hardly worth doing in a work of this char- 
acter. An example will illustrate the objection. In discussing 
‘‘ natural and market price,’’ Adam Smith remarks that ‘‘ though 
the market price of every particular commodity is . . . con- 
tinually gravitating, if one may say so, towards the natural price, 
yet sometimes particular accidents, sometimes natural causes, and 
sometimes particular regulations of police, may, in many com- 
modities, keep up the market price, for a long time together, a 
good deal above the natural price.’’ And he goes on to say, after 
mentioning monopolies, &c., ‘‘ The exclusive privileges of cor- 
porations, statutes of apprenticeship, and all those laws which 
restrain, in particular employments, the competition to a smaller 
number than might otherwise go into them, have the same ten- 
dency, though in a less degree.’’ Upon this Mr. Cannan quotes 


(i. 63) a note from Playfair: ‘‘ This observation about corpora- 
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tions and apprenticeships scarcely applies at all to the present day. 
In London, for example, the freemen only can carry on certain 
businesses within the City; there is not one of those businesses 
that may not be carried on elsewhere, and the produce sold in the 
City. If Mr. Smith’s principle applied, goods would be dearer 
in Cheapside than in Bond-street, which is not the case.’’ Now 
what can be the object of reprinting this rather foolish comment? 
‘‘Mr. Smith’s principle’’ is satisfied if prices in Cheapside 
tended to be higher, owing to exclusive privileges, than they 
would be without those privileges. Whether he was right or 
wrong cannot be proved by a reference to prices in Bond-street, 
which are influenced by other special circumstances, and are 
to-day higher than those in Cheapside, in almost all cases. 

Upon the great question of Adam Smith’s indebtedness to his 
French predecessors, I see nothing to change in the opinions I 
expressed in 1896 in my review of Mr. Cannan’s edition of the 
Lectures (ECONoMIc JOURNAL, Vol. VI., pp. 608-612). How much 
Adam Smith was indebted to Cantillon for his theory of natural and 
market price might well have been indicated in Book I., Chapter 
VII., by a reference to pp. 33-39, and 155-159 of the Essat, to 
which Mr. Cannan makes frequent allusions elsewhere. That 
Adam Smith ‘‘ acquired the idea of the necessity of a scheme of 
distribution from the physiocrats,’’ is Mr. Cannan’s own state- 
ment, with which I am in entire agreement. Turgot is not men- 
tioned in the Index, but a reference to him in the Introduction 
seems to show that Mr. Cannan is still recalcitrant to the sugges- 
tion that Adam Smith was in any way indebted to Turgot. It is 
hardly enough to triumph, in this connection, over Thorold 
Rogers, who airily refers in his Economic Interpretation of History 
to ‘‘the famous canons of taxation which Adam Smith borrowed 
from Turgot,’’ or to rely upon the fact that the library, as cata- 
logued, contains none of Turgot’s writings. The Catalogue covers 
perhaps only half of the library. Mr. Cannan ought to have made 
some reference to Feilbogen’s Smith und Turgot. We know that 
Turgot sent Adam Smith some documents (described as a Budget 
in Dr. Bonar’s Catalogue), and that his much-prized copy of 
Moreau de Beaumont came to him from Turgot. It may be of 
interest to mention that this copy was in the library of the Univer- 
sity of Edinburgh, and was shown to me with an inscription on 
the fly-leaf, when I visited the library in 1892. It is no doubt 
still there, but it was not possible to obtain the information when 
the Catalogue was published in 1894. It is incredible that Adam 
Smith, who knew Turgot well and esteemed him highly, should 
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not have troubled to read his writings upon the subjects which were 
to him of such absorbing interest. In Vol. II., p. 163, a note states 
that Adam Smith had Du Pont’s Physiocratie and Mercier de la 
Riviére’s well-known treatise in his library. But more important, 
as expositions of the physiocratic system, are Mirabeau’s L’Ami 
des Hommes, and especially his Philosophie rurale, which were 
also in the library, and the last of which is actually quoted in the 
Wealth of Nations. 

Another German writer to whom we expected some reference 
is Professor Hasbach. His arguments as to the influence of Male- 
branche and Cumberland upon Adam Smith deserved notice in 
the discussion upon the effects of the work of Hutcheson and 
Mandeville. It is, too, a little surprising that no remark is 
made as to the parallelism with Tucker. Only now and then does 
Mr. Cannan’s industry appear to flag. In a footnote to Vol. I., p. 
181, we are told that a reference to Dupré de St. Maur cannot be 
verified from either of two books. But he was a much more pro- 
lific author, a fact of which the note gives no hint. The suggestion 
on p. 74, Vol. I., that Adam Smith was mistranslating Du Halde 
seems rather far-fetched. The French press teemed with writings 
upon China in the middle of the eighteenth century, and it is much 
more probable that Adam Smith is quoting from some other 
source. On page 397 of Vol. I. we expected references to Hume 
and Berkeley, on p. 4385 to Harrington and More, and on 
p. 221 of Vol. II. it would have been more valuable to the 
student to explain what ‘‘ épices and vacations’’ were than to 
point out an error in an accent. Mr. Cannan mentions the polish 
of Adam Smith’s invective against the East India Company. He 
might with advantage have quoted here, with suitable comment, 
the allegation of a former editor of the Wealth of Nations, Thorold 
Rogers: ‘‘ The publication of the great work was delayed, as I 
have recently discovered, by some negotiations which were under- 
taken by Pulteney with the East India directors, to get Smith an 
office in the Bengal Council. They failed, and to their failure 
we owe the publication of the Wealth of Nations, which would 
never have seen the light had he obtained the appointment.”’ 

The fact upon which this charge was mistakenly founded is 
itself of interest when we are trying to follow the construction 
of the treatise. So, too, are Adam Smith’s remarks that he under- 
stood Steuart’s system ‘“‘better from his talk than from his 
books,’’ and that he flattered himself he had refuted in his own 
treatise all the fallacies of Steuart’s book without once naming it. 
For such direct evidence that he had read Steuart, it is not un- 
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reasonable to look in this kind of edition. His letters and con- 
versations might have been drawn upon more freely, with 
illuminating effect. When, e.g., he mentions Necker in the Wealth 
of Nations, we might be reminded by a footnote that he char- 
acterised him orally as ‘‘a mere man of detail.’’ And we should 
like, finally, such a bibliography of editions and translations as 
appears at the end of Mr. Haldane’s monograph on Adam Smith, 
brought up to date and completed with references especially to the 
historical German essays of Roscher, Kautz, Zeyss, and Oncken. 
Nobody knows better than Mr. Cannan the immense assistance 
afforded by such a list. 

The debt of gratitude which every lover of Adam Smith owes 
to Mr. Cannan for his edition of the Lectures is doubled by this 
edition of the Wealth of Nations. He will, perhaps, accept these 
suggestions as evidence of the obligations which one reader feels 
to him for his strenuous and successful work. 

Henry Hiaes 


The Problem of Monopoly. By JoHN Bates CuarK. (New 
York : The Columbia University Press. 1904. Pp. 128.) 


Tus book consists of a report of a course of lectures delivered 
by Professor Clark in Cooper University, New York. There is 
little in it which adds to the knowledge of those who have already 
read The Control of Trusts, but the bright style in which it is 
written renders it a most enjoyable book. The real question is, 
What would the powers of the trusts for harm be without a 
tariff? and it is almost certain that Professor Clark is too cautious 
when he is frightened of sweeping away every vestige of pro- 
tective duty. A scientific tariff must for ever remain an idle 
dream of academic theorists, for, as Professor Clark observes : 
‘* With what difficulty shall they who have political entanglements 
rise to the level of patriotic work for the people! With what 
difficulty shall a body of men making log-rolling bargains with 
each other get even a glimpse of the scientific principles on which 
the reformation of a tariff should be conducted!’’ What is 
more, those who are interested in a protective tariff are not such 
fools as to want a scientific tariff; what they want, and in the 
United States they have got, is a tariff which enables large or- 
ganisations to bleed the people. Surely, a complete abolition of 
the protective tariff would draw the teeth of many of the trusts, 
though railways and monopolies which control natural products, 
such as oil, would require some further treatment. To control 
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monopolies is, no doubt, necessary, but it is difficult ; to take away 
the main condition under which they do harm is still more neces- 
sary, and would not be difficult in a country which was governed in 
the interests of the community at large. 

C. P. SANGER 


The Theory of Loan Credit in relation to Corporation Economics. 
By J. Pease Norton. (American Economic Association. 
1903. Pp. 56.) 


Mr. Norton is favourably known to students of abstract 
economics by his brilliant attempt to apply the higher theory of 
probabilities to the phenomena of the money market. The very 
competent reviewer of that essay in the Economic JouRNAL (1902, 
p. 518) was justified in expressing a wish for “‘ more such studies.”’ 
This wish is now fulfilled by Mr. Norton’s method of representing 
the distinction—one of degree rather than kind—between the fixed 
and running expenses of a business. ‘‘ The correct statement is 
that expenses may be ranged along a frequency distribution 
according to the ratio which they vary with output. The vertical 
scale [the ordinate] in the above figure [a curve of a kind familiar 
to the student of probabilities] represents amount of expense, and 
the horizontal axis [the abscissa] the form-rate at which expense 
varies with output.’’ The average value for the upper half of this 
frequency curve is taken to represent fixed expenses ; the average 
for the lower half, running expenses. Upon this construction it 
may be remarked that the rate at which each kind of expense 
varies with output does not present a quite clear idea, in the 
absence of explanations which the author has not vouchsafed. 
Does not this rate depend on the magnitude assigned to the out- 
put? For a very small—a differential—output the rate is presum- 
ably zero with respect to expenses other than prime cost in the 
narrowest sense of that term. If finite differences of output are 
to be considered, there must be contemplated a rearrangement of 
the factors of production; and accordingly the rate in question 
will depend on the magnitude of the increment to the output. We 
may likewise complain of enigmatic brevity in the explanation of 
the scheme which is designed to represent the probability that the 
earnings of a concern will be large enough to assure a certain rate 
of interest for loaned capital. 

These constructions subserve the purpose of throwing light 
on the business of companies. The mathematical student 
is assisted in one of his most difficult and important tasks : 
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to obtain a neat but adequate formula for profits as dependent 
on incomings and outgoings, a clear and appropriate con- 
ception of the principles on which a manager or entrepreneur 
acts in fixing those economic variables of which he has the con- 
trol. Among such variables our author gives a prominent place to 
prices. ‘The principles underlying railroad rates so clearly 
worked out by President Hadley underlie the price policy of 
modern business in general.’’ Perhaps the writer applies the term 
‘““monopoly’’ too unreservedly to any business in which the 
manager has some power of varying prices. To take our own 
illustration (cf. Economic JOURNAL, 1897, p. 235), hotel-keepers 
in the same neighbourhood may be free each to fix his own charge 
for wine, candles, and so on, and yet they may be subject to what 
Cairnes called industrial competition, in so far as the net advan- 
tages offered to customers cannot be very different for the same 
total charge. We are not convinced that transactions should be 
described as ‘‘ non-competitive ’’ because ‘‘ the consumer cannot 
detect differences of 60 to 100 per cent.,’’ as Mr. Norton shows 
reason for believing. For, suppose this to be true of wine in the 
instance just given: a hotel-keeper would then be tempted to 
serve the same wine at different prices under different labels ; and 
the scale of charges might vary according to the honesty and discre- 
tion of different managers. And yet, as it appears to us, the industry 
is not on that account to be described as non-competitive. It is 
rather a sweeping assertion that ‘‘there never was a competitive 
price fixed by theoretical supply and demand curves, except in the 
case of a few staples capable of being graded.’’ Even where this 
statement is literally true, may not the play of competitive forces, 
whereof supply and demand curves are the outcome or expression, 
still subsist in its essential character—for instance, in the labour 
market, and in transactions respecting house accommodation? 
(Cf. Marshall’s Principles of Economics, VI., I1., § 2, note 3.) 
In short, the author may seem to exaggerate the element of mono- 
poly in modern business. But no doubt it is a very important 
element, and he has done well in formulating its action more 


clearly. 
F. Y. EDGEWoORTH 


Istituziont di Economia Politica. By Prov. A. GRAZIANI. 
(Turin : Bocca, 1904. Pp. 718.) 


THE work before us, equally with the financial ‘‘ Institu- 
tions ’’ which were reviewed some years ago in the ECONoMICc 
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JOURNAL (1897, p. 402), commands our admiration as a sound and 
solid body of economic doctrine. A particularly agreeable feature 
is formed by the frequency of allusion to economic literature. 
From the space occupied in the index by references to J. 8. Mill 
we have calculated that Mill is cited more than ninety times by 
our author. Professor Loria is cited more than a hundred times. 
It should be added that the references to economic literature are 
not only abundant but recherché. 

This general encomium does not preclude our dissenting from 
the author on a particular point, the very point which obliged us 
to qualify our approbation of his earlier work. Professor Graziani 
still adheres to the declaration that a specific tax on a monopolised 
article does not necessarily, in general, tend to raise the price of 
the article; ‘‘ it may be the interest of the monopolist either to 
raise the price or to maintain the original price.’’ This thesis 
having been disputed in the review of 1897, Professor Graziani 
defended himself with spirit in a brochure entitled, Sulla Riper- 
cussione delle Imposte nei Casi di Monopolio (a proposito de 
alcune osservazioni del Prof. Edgeworth). This rejoinder pro- 
voked a reply—inlegal phrase a ‘‘surrejoinder’’—in the 
Economic JourNAL for 1898. Professor Graziani now follows 
with a “‘rebutter.’’ But the reader must not expect from us a 
‘‘surrebutter.’’ Even at an earlier stage we had observed that 
economic controversy is a thankless task, because you cannot hope 
to make any impression on your opponent, and yet he is the only 
reader on whose interest you can count. These reasons for 
keeping silent have not become less cogent with the prolongation 
of the controversy. Besides, in declining to reply now, we do 
not leave the last word to the antagonist. For in his latest 
utterance he repeats, word for word, the arguments which we had 
already quoted and replied to in the ‘‘surrejoinder’’ of 1898 
(Economic JouRNAL, Vol. VIII., p. 234). The few who may be 
interested in this abstract question are asked to take the trouble 
of referring to that reply. It will be observed that a certain loop- 
hole for evasion was left by the affirmation of the conclusion as 
true in general and except in peculiar cases.1 It is assumed 
that the curve representing net produce is, in general, of what 
may be called an ordinary kind; that the point at which 
the maximum occurs is not what the mathematicians call 
‘ singular.’’ Suppose the locus to consist of two right lines in- 


1 “Tn general and excepting the peculiar cases in which the second differential 
(as well as the first) vanishes at the point of maximum or becomes infinite.”— 
Note 2, p. 235, Economic JouRNAL, 1898. 
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tersecting in a point which corresponds to the greatest ordinate. 
In this case it very possibly ‘‘ may be for the interest of the mono- 
polist either to raise the price or to maintain the original price ”’ 
when a tax is imposed. The controversy thus seems narrowed 
to this question : Is it to be taken for granted that the locus re- 
presenting an economic quantity, such as the net profits of a 
monopoly, does in general form a continuous curve? If the ques- 
tion is construed strictly, the answer must be in the negative. 
Looked at through a microscope, an economic curve will show 
as a polygon, as pointed out by Messrs. Anspitz and Lieben 
(Theorie der Preises, p. 124). If it were possible to tabulate the 
amounts of net produce corresponding to different amounts of pro- 
duce, the locus representing these observations would be a dis- 
continuous set of points. But if the locus is discontinuous, it 
will be the interest of the monopolist to maintain the original 
price when a specific tax is imposed, provided that the tax is 
sufficiently small. The reader who considers the illustration 
given in our former paper,! substituting a polygon for a curve, 
will at once see the truth and insignificance of this proposition. 
Professor Graziani is formally correct in saying (Istituziont, 
p. 235, par. 1) that when the tax is very small, then the prob- 
ability is greatest that it will be the interest of the monopolist to 
maintain the price. So far as this incident depends on the rough- 
ness of the curve, we, of course, admit it, under the head of 
“‘friction.’”’ De minimis . . . cadit questio. With reference to 
a tax of sensible magnitude, the question may be thus stated. If 
a freehand curve-line were drawn through or among several of 
the points which correspond to different amounts of net profit, is 
it, in general, likely that the point on this curve, for which the 
ordinate is a maximum, is a “‘singular’’ point? May we com- 
monly expect a gabel instead of an arch? Our postulate,’ that a 
negative answer must be given to this question, will probably be 
regarded by Professor Graziani as ‘‘arbitrary’’ (loc. cit., p. 235, 
par. 2). But we submit that this is one of the postulates with 
respect to the form of a ‘‘ function,’’ employed in abstract reason- 
ing, which are justified by a sort of common sense founded on 
wide experience.® 
F. Y. EDGEWorRTH 


1 Economic Journal, viii., p. 236. Cf. ibid., ix., p. 307. 
2 Cp. Economic Journat, vol. ix., p. 307, par. 2. 
3 Cf. ‘* Teoria di Monopoli,” Giornale degli Economisti, p. 318. 
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Sulla Ripercussione e la Incidenza dei Dazi Dognalit. By 
Riccarpo DaLLA Vota. (Florence: Lumachi. 1904. 
Pp. 48.) 


A SCHOLARLY discussion of the principal theoretical writings 
on the subject leads to the sound conclusion that, as a rule, the 
bulk of an import tax falls on the importing country, and only 
in exceptional cases is it borne by the foreigner. This is a view 
very different from that of Bismarck, who doubted whether 
prices would be raised even if the duty on imported corn were 
trebled. The case of rye imported into Germany from Russia, 
perhaps, belongs to the exceptional class. There one of the rare 
conditions which favour the shifting of the burden on to the 
foreigner—what Professor Bastable, in his candid discussion of 
the question, calls ‘‘monopoly of demand’’—appears to be 
adequately fulfilled; at least in years of ordinary plenty, when 
the demand of Germany for Russian rye is not very urgent. 
Monopoly on the part of the exporting producers may also form 
an exception to the rule. 

F. Y. EDGEWORTH 


Vergeltunzélle. By Pror. H. Dierzen (herausgegeben von der 
Volkwirtschaftleben Gesellschaft in Berlin). (Berlin: L. 
Simon. 1904. Pp. 60. 1 mark.) 


RETALIATION, according to Professor Dietzel, is a generic 
term, divided into two species, retorsion, which is positive and 
militant, and reciprocity, which proceeds more slowly by the 
peaceful method of negotiation. The species have many 
properties in common. The conditions of success are much the 
same for both. The supply on the part of the foreign country 
must be inelastic; the demand on the part of the retaliating 
country, not so. These conditions are well illustrated by the case 
of a tariff war between Russia and Germany. The demand in 
Germany for Russian rye, the hunger of the German weavers for 
Russian flax, is about as urgent as the eagerness of the Russian 
agriculturist to dispose of his produce ; at least, for short periods. 
If we consider longer periods, rye would probably be obtained 
from Germany from new sources, in particular by an increased 
cultivation of the cereal in Germany itself. This latter circum- 
stance, it is remarked, would create an interest adverse to the re- 
storation of Free Trade. Even Ricardo did not propose the sudden 














1904] HOBSON : INTERNATIONAL TRADE 609 


removal of agricultural Protection after the peace. This sort of 
adverse interest is even more likely to grow up, under the more 
prolonged action of reciprocity. Dealing with this part of his 
subject Professor Dietzel examines taxes on food-stuffs, on 
articles of luxury, on materials, and machinery ; showing that in 
every case, in order to-wound the enemy, we must hurt our- 
selves. The loss is certain; the gain problematic. It is not, 
however, inconceivable; Retaliation is not—though it is very 
likely to become—mere Protection. Prince-Smith and _ the 
‘unconditional Free Traders on the other side of the Channel’’ 
have exaggerated the case against Retaliation. Enlightened by 
Adam Smith’s impartial dicta, Prof. Dietzel shows reason to 
believe that Caprivi in the commercial negotiation of 1891-2 
played the part of that ‘‘ wily animal, the statesman,’’ with some 
success. The conjuncture was favourable. The policy of 
Germany was clear; her way of negotiating conciliatory. All 
these favourable conditions are wanting to the recent negotia- 
tions from which Professor Dietzel bodes no good results. 
Bullying and preparation for tariff war [Riistung| cannot be 
practised by one nation without others following. The fact that 
Prof. Dietzel writes for Germans about German policy gives 
weight to his disinterested opinions about Mr. Balfour’s policy, 
which he thinks may easily lead Great Britain into the inextric- 
able net of Protection. She will thus lose the economic advan- 
tage over other nations, which she has hitherto obtained through 
her Free Trade. It is possible, says our author, that England has 
already passed the zenith of her economic career, though he him- 
self is of opinion that the-*‘ decadence of England ’’ is now almost 
as untrue as in 1850, when it was affirmed by Ledru-Rollin. It is 
certain that the downward movement will become more sharply 
accentuated—that England’s power of competing in the world- 
market will decline even quicker—if she has to pay for the policy 
of Retaliation by a permanent protective tariff (Fall es die Politik 


der Busse mit dauernden Schutzzoll biisste). 
F. Y. EDGEWoRTH 


International Trade. By JouN A. Hopson. (London : Methuen 
and Co. 1904.) 


THE ephemeral writings called forth by the opening of the 
fiscal controversy are now giving way to something more substan- 
tial. The valuable works of Professor Smart, Lord Avebury, and 
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Mr. Pigou, are now followed by Mr. Hobson’s well-written and 
effective exposition of the principles of foreign trade. The book 
is intended for readers who have had no special training in econ- 
omics, but who are willing to take the trouble required in order 
to understand the subject, and who desire to reach the truth. 
It must be confessed that such a reader will not find his course 
altogether a smooth one. ‘‘ Producers’ rents,’’ ‘‘ marginal costs,”’ 
““non-competing groups,’ are not expressions that can be under- 
stood by the light of nature, and these are but samples of the 
terms that Mr. Hobson finds himself compelled to employ. This 
difficulty is inherent in the subject, and it is one which cannot be 
removed by apparent simplicity of statement. If—to use the 
French expression—the theory of foreign trade is to be ‘‘ vul- 
garised,’’ the work of popularisation could hardly be better carried 
out than it is in this book. 

It need hardly be said that the conclusion reached is that 
of the scientific Free Trader. The relation between imports and 
exports, the distinction between “‘ protective’’ and revenue taxes, 
and the complicated incidence of duties, are all explained in a lucid 
and attractive way. Somewhat fresher is the discussion of the 
‘‘ Mystery of Dumping’’ (chapter x.), in which the pleas of the 
Protectionists are critically examined, and the real nature of under- 
selling and alleged ‘‘ selling below cost ’’ is explained. 

The value of the work is enhanced by the fact that its author 
is by no means prepared to accept off-hand the doctrines of ‘* the 
laissez faire economist’’ (p. 146). He has far more sympathy 
with the socialist school, and therefore his support of the econo- 
mists is the result, not of sentiment, but of reasoned conviction. 
This agreement on the part of those who differ widely on other and 
perhaps more important economic subjects affords of itself a strong 
presumption of the soundness of the Free Trade view. 

As might be expected in a work intended for popular use, some 
of the theoretical positions occupied cannot be regarded as im- 
pregnable. One of the most interesting of these is Mr. Hobson’s 
development of the explanation, given by Professor Marshall some 
years ago, of the slow increase of British exports. This, as 
readers of the EcoNoMICc JOURNAL will remember, rested on the 
greater increase in expenditure on ‘‘ Services ’’’ than on material 
products. Mr. Hobson asserts that the phenomenon is a general 
one. ‘* Asindustrial civilisation advances, the number, the volume, 
the value of trade with foreign nations must increase, but not so 
fast as the number, the volume, the values of the internal industry 
concerned with satisfying wants which are constantly becoming 
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more refined and more largely non-material in their forms”’ 
(p. 7). And, again, ‘‘ Every elevation of the general standard of 
comfort of the people diminishes the relative importance of exter- 
nal trade and enhances the importance of internal trade’’ (p. 8). 
This doctrine becomes on the next page ‘‘ the economic law 
according to which internal industry grows faster than the exter- 
nal trade of nations.’’ While fully accepting the explanation in 
the particular English case, we must demur to the claim of the 
new ‘‘ economic law.’’ There is no evidence to establish its exist- 
ence. It is quite possible that in the future immaterial products 
may enter largely into international trade. Professional services 
may, and probably will, be supplied by one country to another to 
a great extent. It is the more curious to find this new “ law”’ 
propounded by a writer who is careful to speak of the ‘‘ so-called 
law of increasing returns’’ (p. 132), and our surprise is not 
diminished by the fact that Mr. Hobson refuses to recognise 
any separate theory for international values. If trade between 
nations declines relatively as civilisation advances, it would seem 
that a similar fate ought to befall trade in general, and the civilised 
individual supply more of his needs by his own exertions. There 
is, in truth, nothing so definite as a law, even in the empirical 
sense, which holds on this matter. At certain periods, foreign 
grows more rapidly than domestic trade ; at others the movement 
is in the opposite direction ; but neither movement is necessarily 
connected with national progress or decline. 

Another questionable statement is contained in the assertion 
that ‘‘excepting where what is called the law of Constant 
Returns prevails . . . there is nothing that can be rightly called 
@ separate cost of production for units of output ’’ (p. 1385). “‘ The 
economic fallacy of imputing to any portion of an output a 
separate cost of production’’ (p. 134). ‘‘ The true formula,”’ 
we read, “‘runs thus: If 1,000 tons be produced each ton costs 
10s. ; if 2,000 tons be produced each ton costs 8s. ; if 3,000 tons, 
7s., and so on’”’ (#b.). Taking “‘ the true formula’’ as it stands, 
is it not clearly in accordance with fact to say that the 
first 1,000 tons has cost £500, while the second 1,000 tons has 
only cost £300, and therefore that each ton of that second 1,000 
has only cost 6s., which is its “‘ true cost’’? Were Mr. Hobson’s 
contention justified it would follow that the farmer ought not to 
distinguish the several costs of production of different quantities of 
wheat. ‘‘ He will aggregate the prices he gets for the several 
portions of the output and treat the aggregate as one price’”’ 
(pp. 134—5), a statement which has been ingeniously urged by 
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a critic of the theory of rent—the late Dr. Todd—and which, if 
true, would be fatal to it. Happily, this particular statement in 
nowise affects the soundness of Mr. Hobson’s general argument. 

The longest chapter in the book (chapter xi.) reiterates 
the argument contained in ether of our author’s writings on the 
question of ‘‘over saving,’’ or ‘‘ under consumption.’’ The 
matter has been. sufficiently discussed, and it is only necessary to 
say that as Mr. Hobson’s theory involves him in a difficulty 
which need not have been encountered, so his skill in argument 
and the still more glaring defects of his opponents’ position 
supply him with a fairly satisfactory mode of extrication. It 
should be added that the same chapter contains admirable 
analyses of the agencies that contribute to the formation of actual 
tariffs, and of the motives that underlie the agitation for tariff 
changes. 

C. F. BastTaBie 


Work and Wages. Part I. Foreign Competition. By SyDNEY 
J. CHAPMAN, M.A. (London: Longmans, Green, and Co. 
Pp. xxxvi.+3801. 1904.) 


THIS book is intended to be the first part of a sequel to Lord 
Brassey’s Work and Wages, and Foreign Work and English 
Wages, and to consider the problems there treated in the light 
of modern experience. The volume before us is only an instal- 
ment; for a second, dealing with ‘‘ Labour and Capital,’’ is to 
follow, we hope after no long interval. To the student 
of economic ideas as well as to the student of econo- 
mic history the reading and comparison of the older and of the 
present work will be full of interest and instruction. Work and 
Wages was published in 1872, at the time which Dr. Cunningham 
has recently called ‘‘ the Great Divide,’’ when the rapid econo- 
mical progress that marked the era 1850-1872 had not passed 
its culmination, and the series of problems which have suddenly 
assumed a political aspect, after having engaged economists for 
many years, was as yet unconceived. Prof. Chapman studiously 
and successfully avoids any treatment of the fiscal question, 
though he supplies much material for its consideration, and sets 
himself to the simply defined task of observing how the British 
nation stands and has stood, in comparison with its foreign 
rivals, in respect of the various factors which make for efficiency 
in industry. The factors dealt with are mainly, accessibility of 
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raw material, facility of transport, and efficiency of management, 
labour, and dealing. 

Those who expect any simple answers to the questions, Are 
we as efficient as our neighbours? and, Have we gained or lost, in 
this respect, relatively to them in recent times? will be disap- 
pointed. The questions are highly complex, and there is no 
general answer, such as there may have been thirty years ago. 
An examination is conducted of those industries in which the 
nations have entered as competitors, notably of iron and steel 
manufacture, of shipbuilding, of engineering, of cotton and of 
wool. In some cases the verdict is for us, in some for the United 
States or for Germany. But even when this subdivision by in- 
dustries is made, the answers are many-sided. No one can com- 
pete with us in the finer cotton-spinning and manufacture, though 
we are equalled in the coarser work. Our workmen in the ship- 
building yards are the best in the world, but the mechanical 
organisation is on a grander scale in the United States; and so, 
throughout the industries, the prize is divided. On an impartial 
survey of the industrial world it would seem that other nations, 
with better supplies of raw material, a freer field of enterprise, 
with our experience to start from, but unhampered by our tradi- 
tions, might be expected to have made great strides in our wake, 
and before long to pass us in many paths; and, in fact, our 
author, who throughout keeps careful regard to economic and 
historical perspective, shows that this process has taken place. 
Developments have been, for the most part, on natural lines, 
though their dates, directions, and rapidity have been influenced 
by tariffs. On the whole, it is greatly to the credit of our manu- 
facturers and workmen that we still have pre-eminence in many 
directions. 

No book can deal in detail with the whole complex of industry, 
and in this the treatment is unequal, and in some cases frag- 
mentary. The clothing trades and the less important textiles 
are dismissed very summarily. Agriculture is not touched on, nor 
are the building trades. Paper is relegated to three pages, while 
confectionery has no place. To some extent Prof. Chapman is 
editor rather than author, for he does not assume personal omni- 
science of the diverse processes and manufactures devised by 
man for economic ends, but rather selects accounts by the best 
experts. He has, however, done far more than select; he has 
brought his authorities into close line with one another, made con- 
secutive accounts out of heterogeneous material, and illuminated 
the whole by close economic reasoning. His methods of preparing 
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and stating his case may be contrasted, with much advantage, 
alike with those of the Tariff Commission and of the contributors 
to British Industries under Free Trade. 

The work is necessarily based to a great extent on statistical 
material, and, so far as we can judge, the possible sources have 
been well exploited; but the result is a sad revelation of the in- 
sufficiency of statistics for the task. There is no homogeneity in 
the information for the various countries, either in dates, arrange- 
ment, or definition of terms. Nothing can be done to amend the 
dates, but it may be submitted that in order that comparisons 
may be valid, they must rigorously extend over the same dates in 
the countries dealt with, and the comparison of all the parts should 
synchronise. Because these rules could not be observed the line 
of statistical argument is frequently difficult to follow, and some- 
times nearly indefinite. As regards arrangement, our author has 
been, in many cases, too easily contented with his material; the 
earlier pages of the chapter on cotton are very difficult reading, 
and the various sets of estimates on pp. 60-61 are very confusing. 
What does ‘‘ cost’’ in general mean when contrasted with ‘* lowest 
cost’’? The statistics are not sufficiently digested before pre- 
sentation. We are given too often the raw material, without an 
attempt at that finish which our author claims as the specialty of 
English manufacture. Page 94 conveys no meaning to those who 
are not experts on blast furnaces. On p. 160 metric and English 
measurements are given in the same table, in spite of the strictures 
on the similar methods employed by commercial travellers. It 
is true that considerable efforts are made to secure uniformity of 
definition, but perhaps some useless estimates are included when 
uniformity is not possible; e.g., p. 215, and perhaps pp. 81, 82. 
Our main quarrel is, however, with the loose use of averages, and 
we hope that it is not too late to avoid in the following volume 
such statements as ‘‘ wages . . . averaged only £2 8s. to £6 15s. 
a month,’’ even though such a meaningless phrase is contained 
in the original from which the figures come. It was surely not 
necessary to leave Prof. Hasbach’s statement that wages for 
weaving in Lancashire are ‘‘ 12s. to 24s. weekly ’’ (p. 164), with- 
out expansion. Before leaving the statistics it should be said 
that the table quoted on p. 11 indicates that real wages doubled 
in the half-century 1840-91, not that they increased ‘‘ fifty per 
cent.’’ Again, we do not agree that the difference between cost 
of living in England and on the Continent can be treated as in- 
significant, because unknown (p. 19). 
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The great merits and interest of the treatment of the various 
trades must be left for readers to find for themselves ; we can only 
allude here to some points of special interest. In the contrast 
between English and American methods the ready enterprise of 
the Americans is traced to the ever-widening market, due to the 
continuous growth of populated area. When the demand for new 
products is continuous and increasing, entrepreneurs have con- 
fidence in investing capital in new experiments. In England the 
proportion of old and fixed capital is greater, the natural growth 
less rapid ; so that she excels mainly in standard and permanent 
products, while America is first in the newer inventions, and does 
not produce goods which will never wear out, but block the way 
of useful alterations. Again, the American manufacturer can 
count on an output on an immense scale, if he makes a hit at all, 
and obtains all the economics of standardisation, while the 
Englishman works for a more restricted market. This is not so 
disadvantageous as appears at first sight, for the method of 
standardisation prevents ready adaptation to a customer’s wants, 
and several interesting cases are given, where the scale of produc- 
tion which gives best returns to the manufacturer, or convenience 
to the customer, is exceeded by the one country or the other. So 
far as there is a moral to the book, it is that the main condition of 
success in manufacture is adaptability, elasticity, readiness to cope 
with continual changes in condition and environment. 

Methods in which it would seem expedient that we should 
imitate America are the stimulation and encouragement of 
originality and invention among workmen, and the appointmert 
of agents to watch the performances of machines when sold. 
‘‘The American seller will call at intervals to observe his 
machine at’work. . . . If its performances are below its capacity, 
he will explain what changes ought to be made in handling it. The 
result is that those who would otherwise be afraid of introducing 


a new tool . . . find the path off the beaten track made so easy 
for them that they no longer hesitate to commit themselves to 
it’’ (p. 180). ‘‘ The American is a splendid salesman ’’ (p. 255). 


We have not space to describe our author’s masterly analysis 
of the cotton trade ; but we wish to suggest that he gives an unduly 
pessimistic account of our woollen manufacture by omitting the 
very satisfactory statistics of raw wool consumed. It seems 
certain, from the analysis of the statistics given in the recent 
study, ‘‘Gain or Loss? ’’ published at Bradford, that the statistics 
of foreign trade are completely misleading ; for £1 worth of woollen 
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goods exported means an increasing value of manufacture, because 
of the fall in price of the raw material, while a yard of cloth means 
a commodity of increasing intrinsic worth. 

Whether, on the whole, the book supports an optimistic or 
pessimistic view of the progress of our industry, is difficult to say. 
The world’s division of labour has changed rapidly since the pub- 
lication of Lord Brassey’s books. Our methods appear to suit our 
conditions much better than some critics would allow; we have 
a firm hold on many important industries, though our time of 
monopoly is passed. No one who wants to form a reasoned 
opinion on this and similar questions can afford to neglect the 
well-informed and impartial summary of the facts which Prof. 
Chapman offers us. 

A. L. BowLey 











NOTES AND MEMORANDA 


THe REPORT OF THE TARIFF COMMISSION ON THE JRON AND 
STEEL TRADEs ! 


THE present Report deals merely with the iron and steel in- 
dustries proper: engineering, machinery, shipbuilding, and the 
hardware, hollowware, and cutlery trades are to be treated in subse- 
quent reports. The whole trade was circularised, and, in addition, 
certain persons expressed their opinions viva voce to the Commis- 
sion and answered questions. The number of the latter was six- 
teen ; all were supporters in a greater or less degree of the tariff pro- 
posals. All but Mr. Jeans (Secretary of the British Iron Trade 
Association) remained anonymous, and all whose answers to the 
circulars are given remain anonymous. Only selected responses 
to the questions have been printed.” 

In addition to making direct inquiries the Commissioners 
attempted to reach the facts by the collection and arrangement 
of all available statistics. The figures advanced show that in 
the last quarter of a century the output of pig iron from British 
works has increased, but by a small amount only (the figures are 
6,660, 8,100, 7,760, 7,040, 8,890, in thousands of tons for each 
of the five-yearly periods between 1876 and 1900, and 7,930, 
8,680, 8,810 for each of the three following years), while the 
output of steel from British works has increased considerably in 
the same period (from about a million tons in 1876-80, and two 
million tons in 1881-5, to more than 4} million tons in 1896-1900, 
and an average of 4°8 million tons in the next three years). The 
figures show further that the rate of growth has been greater in 
France, much greater in Germany, and enormously greater in 
the United States. Hence the state of affairs in respect of Great 
Britain is a relative decline but an absolute advance. The ex- 


1 Report of the Tariff Commission. Vol. I. The Iron and Steel Trades. London. 
Published for the Tariff Commission by P. 8. King and Son. 1904. 
2 The witnesses examined are named at paragraph 16. 
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pression of this relative decline in figures representing percentages 
of the world’s outputs produced by us at different times, we may 
observe in passing, is liable to induce erroneous ideas. The 
American consumption of steel has expanded enormously of late 
years, owing to increase of population, American enterprise, the 
extensive scope for economic development in the United States, 
and the extraordinary widening of the range of objects to which 
steel is applied in that country ; in Germany also the growth in 
consumption has been rapid, though less in degree; and, since 
Germany and the United States found themselves possessed of 
natural advantages for carrying on the iron and steel industry 
some years ago, it is natural that they should have succeeded in 
satisfying most of their own home demands, which would never 
have reached their present magnitude but for the provision of cheap 
home supplies. In Section V. of the Report the causes of our re- 
lative decline are examined, and it is in “‘ the organisation and 
policy of foreign countries, combined with the British policy of 
free imports,’’ that the explanation js found. This one-sided judg- 
ment is most perverse. Every person who is at all well acquainted 
with recent industrial history knows that the two leading causes 
of such relative shifting of the centres of the world’s iron and 
steel trades as has taken place are, (1) the discovery in 1878 of 
the basic process and its subsequent improvement, which rendered 
suitable for conversion into steel the rich but phosphoric ores of 
Luxembourg and Lorraine, and (2) the opening up of the Lake 
Superior ore deposits and the adaptation of transport on the Great 
Lakes for their removal. In view of such circumstances and of 
the considerations previously advanced, and further of the fact that 
the British position had undergone considerable change long 
before foreign nations began to dump in England appreciably 
(according to the evidence of statistics and that furnished in the 
Report), it is difficult to understand how the Tariff Commissioners 
could have agreed that the relative decline of the British iron and 
steel industry ‘‘is due to the fact that the manufacturers of the 
United States and Germany, having secured control of their home 
markets by means of high tariffs and an organised system for the 
regulation of their export trade, are in a position to dump their 
surplus products upon the British and other markets, irrespective 
of cost.’’ It is not denied, of course, that the rapid growth of 
the iron and steel industry in Germany and the United States has 
been assisted by tariffs. 

The Tariff Commissioners believe that severe depression is 
being suffered throughout our iron and steel industries : ‘‘ In the 
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United Kingdom, while it is impossible to make exact calcula- 
tions, it is certain that the amount of working capital has con- 
siderably diminished, and all the witnesses we have examined 
maintain that prevailing conditions have caused a general feeling 
of uneasiness and insecurity, very unfavourable to the building of 
new works, the reconstruction or extension of old works, and the in- 
troduction of modern improvements.’’ If the amount of capital in- 
vested has diminished considerably, the productiveness per unit of 
capital must have advanced considerably, since the outputs have in- 
creased. Further, it should be observed that a diminution in the 
amount of capital employed need not occasion severe depression. 
The question remains as to whether the diminution has taken 
place at a greater rate than that at which capital in the industry 
normally requires renewal: if it has not there is no reason for 
much depression. Moreover, changes must take place : a station- 
ary state would be depressing in a much worse sense. And 
the further question arises as to the destination of the displaced 
capital : its displacement may have meant its removal to a more 
advantageous position. It is certain that if the metal trades be 
taken as a whole, there is no sign of decline—the numbers of 
workpeople over twenty years of age engaged in them advanced 
from 667 ,000 in 1881, to 773,000 in 1891, and 1,031,000 in 1901— 
and it is to the allied trades that we should look first in attempting 
to explain the growth or decline of a particular trade. Further, 
assuming that there is considerable depression in the iron and 
steel trades proper, we must inquire whether it is local or generai. 
This inquiry the Commissioners do not appear to have pursued, 
but the statement has been‘made more than once that, on account 
of our increasing dependence upon foreign ores, there is a tendency 
for our iron and steel industries to shift to the coast. If such a 
tendency is operating, depression in the Midlands is comprehen- 
sible, and home competition, rather than foreign competition, is 
the cause. Twenty years ago we used to import no more than 
one-sixth of the ores reduced by us; now the proportion of im- 
ported ore has passed a third and is approaching a half. 

The Commissioners attribute to some foreign countries an 
organised trade policy, which they (the Commissioners) seem to 
fear must result in our undoing. ‘‘ These countries have adopted 
every means in their power to exclude foreign competition, to 
improve their methods of production, and to secure absolute con- 
trol of their home market. Having achieved these objects, in 
recent years their policy has been directed to the capture of the 
home, foreign, and Colonial trade of the United Kingdom. In 
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the British home market, their competition, commencing at the 
lower stages of production, has rapidly advanced, until it is now 
practically co-extensive with the iron and steel industry. By thus 
attacking our home market, which is open to them without let or 
hindrance, they have diminished the competitive power of British 
manufacturers to push their trade in neutral markets, and they 
are now threatening our position in British Colonies.’’ The fact 
of Protection cannot be denied, nor the aspirations of Germans 
and Americans towards selling abroad, nor the fact that German 
kartells and railways are encouraging exports ; but, such ambitions 
and encouragements notwithstanding, the growth of exports 
cannot proceed if the policy of resisting imports be persisted in. 
The passage above proves too much. Success in the policy of 
pushing in foreign markets can only mean a diminution of re- 
strictiveness with regard to imports, and therein it is for us a 
favourable sign. 

The Commissioners find ‘‘ that dumping is of the most wide- 
spread character, and may, contrary to the view held by many, 
be profitable to the countries which practise it; that, unless 
checked, it is likely to remain one of the permanent incidents of 
trade ; that it has already caused serious loss of employment and 
wages, diminished profits, and brought about a feeling of in- 
security throughout the iron and steel industry; and that there 
are no advantages to the consumers of dumped products, which, 
in the long run, can compensate for lasting injury to the iron and 
steel industry.’’ So much has been said of ‘‘ dumping ’”’ in the 
course of the last twelve months that a lengthy discussion here 
of its nature and influences would be a work of supererogation. 
It is sufficient merely to indicate the counter-arguments that have 
been advanced against the views of those who emphasise its 
damaging effects on our prosperity. It is not a new feature of trade, 
though it has become prominent only recently. It need not result 
in discontinuity of production and unsteady employment in the 
countries into which goods are ‘‘ dumped,’’ since the ‘‘ dumped ”’ 
goods are not, as a rule, perishable, and are, as a rule, in constant 
demand. Although there are circumstances under which ‘‘ dump- 
ing ’’ will pay the ‘‘ dumpers ’’ (but not necessarily the countries 
‘*dumping,’’ since home consumers may suffer seriously), the 
policy in its recent forms has not been sufficiently well tested to 
enable an unhesitating judgment to be pronounced that it will be 
applied more widely or even retain its present position. More- 
over, there is the positive gain on the part of the consumers of 
‘‘ dumped ’’ steel to be taken into account. No doubt the push 
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from abroad into our markets has resulted in some dismay 
and confusion in British industries, as the Tariff Commissioners 
point out. But these are immediate and short-period effects ; it 
remains to be seen whether any inconvenience will be experienced 
by our iron and steel industries in the long period, when they have 
accommodated themselves to the new conditions, if the latter 
continue. It is certain, moreover, that the magnitude of ‘‘ dump- 
ing’’ is enormously exaggerated just now in the public mind. 
Hence the Report is enabled to say, ‘‘ In the opinion of the manu- 
facturers who have replied to our inquiry forms, dumping during 
recent years has been the principal cause of loss of orders in the 
iron and steel trades, and we have been informed of a very large 
number of instances in which inability to compete with dumping 
quotations has been followed by short time or the actual closing 
of departments of the works.’’ This is evidence to be taken into 
account, but the impressions of the trade as to the causes of de- 
pression do not settle the matter : economic causes are not, as a 
rule, to be easily traced and weighed. It is impossible to discover 
what proportions of our imports are ‘‘dumped,’’ but it will be of 
interest to consider the present situation on the assumption that 
all the imports are dumped. In the case of unwrought steel 
recently, this assumption is probably not very remote from the 
facts. In the case of pig iron, the heaviest importations were 
227,000, 198,000, and 181,000 tons in 1902, 1901, and 1900 re- 
spectively ; in 1900 and 1901 there were diminutions in home pro- 
duction of 4°9 and 11°6 per cents. respectively (1.e., diminutions 
of 460,000 tons and 1,030,000 tons), but in 1902, the year of the 
heaviest importations, hoine production advanced nearly 10 per 
cent. As to steel, if we take it that heavy dumping began in 
1899, then we find it was coincident with a slightly advancing 
home production on the whole. The variations in home produc- 
tion, expressed absolutely, and the total imports were :— 


(In Thousand Tons.) 


1899. 1900. 1901. 1902. 1903. 
Variations in home production ... +289 +46 +3 ~ 50 +180 
WOGAY DAMONUG a5 o65<.« 5vedegeas eocnes 77 179 183 281: 274 


In the case of steel especially—and it is the steel market which 
is said to suffer most from ‘‘ dumping ’’—statistics do not lend un- 
qualified support to the impressions of the manufacturers from 
whom information was obtained by the Tariff Commissioners. 
Further, from the figures below as to the percentages of annual 
variations in output, a convincing case cannot be made out statis- 
tically for the belief that England is placed now at a disadvan- 
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tage, because, as it is alleged, her output oscillates more than 
that of her chief rivals. To make the three sets of figures that 
follow strictly comparable, the normal rates of increase of the 
industries in the various countries should have been allowed for, 
the variations from the norm being stated, since the industries are 
growing at different rates in the several countries. This must 
be borne in mind when the percentages given are being inter- 
preted. 


Pig Iron. 

1898. 1899. 1900. 1901. 1902. 1903. 
United Kingdom ...... — 2°2 +9°4 -4:9 -11°6 +9°5 +15 
United States ......... + 22:0 +15°7 +1:2 +152 +122 +1°0 
Co |, A a ae +6°2 +11°4 +4°6 -7'5 +6°7 +19°4 

Steel. 

1898. 1899. 1900. 1901. 1902. 1903. 
United Kingdom ...... +1°8 +63 +°9 +01 -1:0 +3°7 
United States ......... +24°7 +19°2 —4°2 +322 +10°9 _ 
GEPMANY .......05000c00 +12°5 +8°8 +57 -3°8 +21°6 +137 


, 


The effects of ‘‘dumping’’ may have been obscured by the 
effects of other causes, and the period during which ‘‘ dumping ”’ 
has been at all extensively practised may have been too short for an 
undoubted tendency to appear in figures, but it must be remem- 
bered, on the other hand, that every year our industry will be im- 
proving its capacity to meet ‘‘ dumping’’ without oscillations in 
output. As to the present state of employment, figures for the last 
seven years, without the figures for previous periods or those for 
foreign countries, prove very little. It is true that earlier figures 
were not obtainable ; but Mr. Bowley, in his last book, has given 
figures of trade unionists out of work, in the metal and shipbuild- 
ing industries, since 1887, which are worth noting in this connec- 
tion, since there is much to be said for taking industries in groups 
of related businesses, as well as in isolation, in cases like the one 
under review. Bowley’s figures are as follows :—9°4, 6°0, 2°3, 
22,41, 7-7, 11-4, 11-2, 82, 42, 48, 40, 2-4, 26, 38, 55. The 
first figure is for 1887 ; the other figures apply to succeeding years 
up to 1902. 

In order to check ‘‘dumping,’’ the Commissioners suggest 
ad valorem import duties of 5 per cent. on pig iron, 64 per 
cent. on steel bar, billets, rods, &c., and higher rates up to 10 
per cent. on other forms of steel. But if the Commissioners’ 
analysis of the causes of much ‘‘ dumping ’’ is correct, it is ex- 
tremely doubtful whether these rates would be efficacious. It 
is by no means inconceivable that they might stop, in an appreci- 
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able degree, all imports except ‘‘dumped’’ imports, as witness, 
for instance, the following figures, given in the memorandum on 
the organisation and working of German kartells in this report :— 


(In Marks per Ton.) 


Home price. Export price. 
Iron sheets ............ 140-145 100-120 
Rolled wire..... ...... 150 135 
POM oe cece tutcuosia 112 75 


In the face of such existing differences another 5 or 10 per 
cent. would probably have little effect. 

The Tariff Commissioners, when they attempt to explain the 
movements of the last quarter of a century, do not seem to the 
writer to have taken sufficient account of existing influences in 
respect of comparative industrial efficiencies. Owing to the re- 
lative rates of growth of the industry in different countries, 
American and German works should be more up-to-date, on the 
whole, than British works. Moreover, the personal efficiency of 
German and American organisers in the iron and steel industry 
ought to be abnormally high just now, as a reflex of the rapid 
development of the industries under their control. Comparative 
efficiencies cannot be discussed here, but to understand fully the 
present state of affairs we must realise how they stand. It might 
be added, however, that in view of all the surrounding circum- 
stances, the costs of transport, the temporary character of most 
of such slight advantages as our rivals may possess, and the lines 
along which foreign exchanges must lie, no disastrous decline of 
our industry need be apprehended, unless we court decline by 
protecting it. Foreign competition appears to be about suffi- 
ciently effective to stimulate our industrial life and to prevent 
that more serious decline, namely, a decline in personal efficiency. 
Indeed, there are not wanting authorities who contend that the 
English industry, with its more elastic character and freer in- 
ternal competition, enjoys a sturdier constitution than the in- 
dustries abroad. 

Among the conclusions of the Tariff Commissioners, the fol- 
lowing appear :—-‘‘ That our export trade to foreign countries has 
diminished, while that to the Colonies has increased. That, 
although our trade with the Colonies has increased, the Colonial 
market is increasing much more rapidly, and that foreign countries 
are securing a growing proportion of this Colonial trade.’’ In 
support of the first of these conclusions the averages of 1893-7 
and 1898-1902 and the figures of 1903 are contrasted, with regard 
to exports of iron and steel] and manufactures thereof. Taking 
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the two periods for which averages are given—obviously the single 
year must not be compared with these—we find that the foreign 
market, which has increased 8°3 per cent., is still more than twice 
as important to us (according to tonnage of goods taken) as the 
Colonial market, which has increased 12 per cent.’ However, 
most people will be prepared to find Colonial markets growing 
rapidly in the future, because of the undeveloped state of large 
tracts of our Colonies. The Commissioners point out, further, that 
the trade of foreign countries with the Colonies is growing faster 
than our trade with the Colonies. Figures are given for the last 
six years : they are stated below, the figures relating to Canadian 
trade being omitted :— 


Imports of Iron and Steel into various Countries from the United Kingdom, the 
United States, and Germany, im thousand £. 


Total from 
Year. United Kingdom, United States. Germany. all countries, 
1896 7,968 313 325 10,218 
1897 7,770 456 377 10,281 
1898 7,351 593 328 9,401 
1899 7,297 1,105 356 10,386 
1900 8,787 1,031 469 12,117 
1901 9,498 1,349 508 12,961 


The ratio of our exports to those of our rivals, taken separately 
and together, some years ago, was such that the statement of the 
conditions over the last six years in comparative rates of increase 
is liable to create a false impression. I have reserved Canada 
for separate inspection, since her position, contiguous to the 
highly efficient iron and steel industry of the United States, 
with the connection by way of the Lakes, is obviously exceptional. 
A comparison, in respect of Canada, of our trade with that of the 
United States should occasion little surprise under the circum- 
stances. 


Imports (in thousand £) of Iron and Steel into Canada, with principal Countries 
of Origin (dollars converted at $5=£1). 


Total from 
Year. United Kingdom. United States. Germany. all countries. 
1896-7 564 754 21 1,343 
1897-8 542 1,529 60 2,141 
1898-9 535 1,667 18 2,230 
1899-1900 1,202 2,468 46 3,746 
1900-1 737 2,241 49 3,060 
1901-2 1,349 2,181 327 3,918 





1 How the two trades compare, in respect of the degree of manufacture involved 
in the goods finding place in each, the Commissioners have not estimated, but they 
point out that if pig iron be excluded, foreign markets have grown 2°7 per cent. and 
Colonial markets 12°5 per cent. I doubt whether the period of ten years is suffi- 
ciently lengthy for us to discover from it the large movements of trade. 
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Between the findings of the Tariff Commissioners upon the 
comparative state of the British iron and steel industry and their 
suggested remedies there lies a chasm which they do not try to 
bridge. To many convinced Protectionists there is a logical con- 
nection between the two, but no such logical connection exists 
in the minds of Free Traders and certain others who would admit 
Protection under many circumstances which the Free Trader 
would not regard as necessitating Protection. Many will be 
found to argue that, taking the results of the analysis of present 
conditions by the Tariff Commissioners as correct, a heavy balance 
of loss, in which the Colonies would share, would be the result 


of imposing the suggested tariffs. 
S. J. CHAPMAN 


THE FINANCIAL SITUATION IN RUSSIA 


POLITICAL dissensions between one nation and another are un- 
fortunately liable to be attended by a lack of clearness of vision, 
and are apt to foster unjust prejudices concerning matters of fact. 
Twenty-eight years ago the present writer was drawn into a con- 
troversy with some English journalists in connection with the 
question of Russian solvency. It was on the eve of the war 
against Turkey for the enfranchisement of Bulgaria. As the 
result of a conservative policy, M. de Reutern had succeeded in 
restoring financial soundness, which had been shaken by the 
Crimean War, and in throwing a network of railways over the 
country, but had not been able to attack the monetary evil—that 
of the paper money. 

When the war broke out in 1877 it found Russia with a cash 
reserve of only 180,000,000 roubles, against which there were to 
be issued 450,000,000 roubles of paper money (temporary credit 
notes) constituting a Government debt to the Bank of Russia, 
bearing no interest. Under very onerous conditions the Govern- 
ment raised internal loans of 800,000,000 roubles, and one foreign 
loan of 15,000,000 pounds sterling in Paris and Berlin, all at 5 
per cent. 

The temporary credit notes disappeared many years ago. 
Five per cent. bonds have been converted into 4 per cents., that 
is, 3°80 per cent. net for all internal loans subject to income-tax. 
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And, instead of a reserve of 180,000,000 roubles, guaranteeing 
nearly 1,200,000,000 roubles of bank notes, we find a credit reserve 
in gold of gigantic amount, exceeding the united reserves of the 
Banks of England, Germany, and Italy. The interest on the 
national debt and its redemption, far from occupying the large 
proportion of the Budget obtaining twenty years ago, amounted 
in 1897 only to 19°60, in 1901 only to 16°61, in 1903 only to 15 
per cent. 

After the war with Turkey, that is to say, from 1880 onward, 
it was necessary to liquidate the cost of the war, re-equip military 
stores, and set on foot fiscal reforms, in the midst of deficits and 
deficient crops. During his brief ministry M. Abasa paved the 
way for withdrawing the paper circulation issued during the war, 
and had the courage to abolish the salt tax. M. Bunge removed 
the poll tax, lightened the burdens of the peasants, created the 
income-tax on movable property (except on such loans as were 
guaranteed exempt), and improved the organisation of the Budget. 
M. Wischnegradski began his great conversions of the national 
debt, and fostered the formation of a gold reserve, so indispensable 
to monetary reform and to the resumption of specie payment. 
M. Witte, in the eleven years of his ministry, completed the work 
of conversion, carried out the reform of the coinage, endowed the 
State with a monopoly in the sale of alcohol, organised the State 
railways—which to-day include two-thirds of the Russian rail- 
roads—supplied the means for constructing the Trans-Siberian line, 
and, thanks to the system of setting aside a reserve against times 
of emergency, put his successors in a position to offer Russia as 
a send-off, on the day when the Japanese took the offensive, 
310,000,000 roubles. 

I have brought forward this collection of historical facts in the 
conviction that, in order to a sound judgment on the finances of 
any country, it is necessary to know the antecedents of any given 
situation. There is no field in which the nexus of facts is a surer 
guide and in which the general situation is more faithfully 
reflected than that of the data revealed by the national Budget. 

During the twenty-seven or twenty-eight years which I have 
been considering, how many prophecies of the inevitable bank- 
ruptcy of Russia have events proved false! Bears on the Stock 
Exchange in 1877-78, officious German newspapers in 1887, City 
journals time and again, have vented their spleen without result. 
The bases of the national finance of Russia have been broadened, 
and our creditors can rest assured. We could double the annual 
amount of the annuity for the public debt before touching the 
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limit deemed to be dangerous for a State’s creditors, such as may 
be held to come between 33 and 40 per cent. of the annual Budget. 
Not with a light heart has Russia gone to war, but, once having 
let herself go, she regards herself as the champion for continental 
Europe ; and hers, too, is the firm and implacable determination 
of going on to the uttermost. 

‘“‘ Russia, up to the very moment of rupture, was working 
imperturbably at the progressive consolidation of her finances. 
Even in years of industrial crises and defective harvest her 
foreign trade showed an excess of exports over imports more than 
sufficient to compensate payments sent abroad. And, as guar- 
antee of her monetary system, she has succeeded in amassing 
and maintaining a vast reserve of gold.’’ Such are the terms in 
which M. Helfferich, Professor at the University of Berlin, and 
one of the best pupils of Ludwig Bamberger, appraises our 
financial position. 

It would be easy to adduce analogous opinions from well-known 
French authorities to corroborate the estimate pronounced by 
Professor Helfferich ; for example, that of M. Paul Leroy Beau- 
lieu, editor of L’Economiste frangais.! 

Sound finance is not a thing that may be improvised. It is 
the work of constant and sustained effort. Such has been the 
work especially of men like Bunge, Wischnegradski, and Witte, 
thanks to whom the present Minister of Finance has been able to 
cope with the formidable demands of the war against Japan. 

Before giving any figures relating to the Budget for the present 
year and to the war, I must point out that from 1893 to 1902 the 
sum of the ordinary revente had been 15,116,000,000 roubles, 
the expenditure 13,544,000,000 roubles, leaving an aggregate 
surplus of 1,572,000,000. ‘Thanks to this surplus we have been 
able to cover over half of our extraordinary expenses. These 
have absorbed 2,609 ,000,000, from which were taken the amounts 
required for the sinking fund to repay the public debt to the Bank 
of Russia, for the relief fund devoted to districts affected by 
agrarian distress, to advances made to railway companies, and to 
the Boxer war. Since 1894, when the objects to be put into the 
extraordinary Budget were defined by a new Act, many expenses 
included under this head by other nations have also been in- 
corporated with the ordinary Budget by us, e.g. army and navy 
supplies, and maintenance of railway rolling stock. From 1891 


1 See the Marine Rundschau for October, 1904, Karl Helfferich, wirklicher 
Legationsrath: ‘‘ Die finanzielle Seite des russisch-japanesischen Krieges,” or the 
French translation published at Guillaumin’s. 
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to 1904 Russia has, thanks to her surplus on the ordinary Budget, 
constructed 9,375 miles of railroads, thus heightening the Imperial 
value of Siberia and Central Asia. And it is the ordinary Budget 
which has covered the expenses of putting into execution the 
liquor reform (the monopoly of the sale of brandy). 

The State purchase of railways, with the issue of State bonds 
in place of the shares of private companies, the conversions, and 
the redemption of the debt arising from fiduciary circulation, have 
brought about a profound alteration in the components of the 
Russian national debt. Through these transactions (railway pur- 
chase, resumption of specie payment, and increase of nominal 
capital of converted loans), the total has risen from 4,992,000 ,000 
roubles in 1889 to 6,643,000,000 in 1908. On the other hand, 
railway capital, which in 1889 was 1,363,000,000 roubles, in 1903 
amounted to 3,629,000,000. Hence, properly speaking, the debt 
has been reduced from 3,629,000,000 to 3,444,000,000. 

The following comparison is also instructive :— 


1892. 1902. 
(In millions of roubles.) 
Nominal amount of interest-bearing debt ...... 4,731 6,479 
Debt bearing no interest (paper money) ......... 637 — 
5,368 6,479 


Against these figures we must place the Government assets :— 


pMMI = sania cas cca dp taswauaesasnsgat tocar aioe taistecksastiees 950 8,551 
Capital owed to the State by railway companies ......... 984 563 

Advance by the State on account of interest guaranteed 
AWAY COMADINUIOR: 5.5 oss oreseiscdvssesbonesees0 002 1<5.c0cens 118 — 
Advances having no connection with railways............ 309 500 
2,361 4,614 


In the assets no inclusion has been made of State forests, the 
produce of which is increasing, nor of factories or foundries, nor 
of the capitalisation of the redeemable peasant annuities. 

The interest on the national debt was covered, in 1903, as far 
as two-thirds by resources which were not yielded by taxation, 
but by the net profit from railways, deposits from railway com- 
panies, net profits from Government loans. 

For 1904 the ordinary revenue was estimated at 1,980,100,000 
roubles, the ordinary expenditure at 1,966,500,000, giving a 
surplus of 13,600,000. The revenue in the extraordinary Budget 
was 198,600,000 (of which 195,800,000 were to be taken from 
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Treasury funds), and the expenditure 212,200,000. The surplus 
on the ordinary Budget covered the difference. It has been a rule 
with Russian Ministers to maintain the disposable Treasury funds 
at a considerable minimum, using for this the surplus on the 
ordinary Budget, which, between 1893 and 1902, have realised an 
average of 150,000,000 roubles a year, and also produce of 
loans.? ; 
Among the extraordinary expenses were 125,000,000 roubles 
spent on railway works and 63,000,000 more on loans to com- 
panies. In the ordinary Budget the Crown dues (including the 
alcohol monopoly) were reckoned at 590,000,000, and the produce 
of the State domains, including railways, at 560,000,000. Thus 
more than one-half of the ordinary revenue is derived from sources 
other than taxation. This leaves 135,000,000 for direct taxation, 
421,000,000 for indirect taxation (customs, tobacco, sugar, excise 
on petroleum), and 103,000,000 for rights and dues (including 
stamps). 

Following Professor Karl Helfferich, I give the summing up 
of the Russian Budget in millions of roubles, as under :— 


Revenue. Expenditure, Deficit. Surplus. 
BOBS ccdcssscacss 700°4 723°6 23°2 = 
RENE xcavesnececa 820°4 892 216 — 
TOS yc caseasts 8736 837 we 36°6 
NORD ois scccsecere 964°7 952°6 — 121 
BOOT oo sacce. ov see 1416-7 1229 -- 187°7 
ENE siccceussss 1905-4 1665°4 —_ 250 
ROG <cwccdanxes 2032°5 17229 -- 309°6 


From 1883 to 1903 expertditure increased 250 per cent., and 
ordinary revenue 300 per cent. This increase is largely due to 
the inclusion in the Budget of monopoly expenses, of State railway 
expenses, and to enlarged army and navy supplies. Expenditure 
in connection with the debt has gone up very little, thanks to 
the conversions. The following shows the percentages in the total 
expenditure of ordinary expenses in 1897 and 1901 :— 


1897. 1901. 
National D6b6).....scccsscscncee 19°60 16°61 
Army and Navy ...........006 28°16 25°69 
WERNOG ooo co cacasicccosaceuscs 15°20 18°52 
AGPICUIIES: 50. cccicacessredeesce 2°50 2°47 
REUIGAGIOND secs cc cvsececcasscvesves 1:99 2°01 
PRR TNOONS - sisicevecasdcccessutecs 19°67 23°34 


TRGINGIINIO oiccisicecsscokibes 7°88 11°36 


1 According to M. Kergall’s mot, Russia, a poor country, needs a rich Budget, 
z.e., amply based and furnished with reserves. 
No. 56.—VOL. XIV. U U 
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One of the most useful works in Russia, of which she retains 
the entire profits, has been that of monetary reform. This is 
shown by the appended table (in millions of roubles) :— 


Credit notes Gold reserve Gold 

issued and in in Bank circulation 

circulation. and Treasury. in Russia. 
BR Os <dcsessvcresusendecs 1133°5 170 _ 
BAUS Sis nadnewiceeeonciccs 1046 211 — 
DMD cissnsestewesanss ... 1100 905 —_ 
ROD i pisscctercseateues 905 1328 149 
Cee 552 807 684 
| proeeinauea 584 1058 787 


The right of the Bank of Russia to issue notes is regulated 
with a view to the maintenance of the gold standard. So long 
as the value of the bank notes in circulation does not exceed 
600,000,000 roubles, the gold reserve should not be less than one- 
half the sum represented by the notes issued. Above 600,000,000 
the notes ought to be covered by gold, rouble by rouble.! 

Finally, to show the bases of Russian finance, I give some data 
on the foreign commerce of the Empire. 


Imports. Exports. Excess of Exports. 
(In millions of roubles.) 
ee ». 435°3 538°6 103°3 
BIRD: sisnsdocenses 489 °4 591 201°6 
RODE: sis caussones 533 730 197 
BOOS ccesccesenss Se 825 298 
BONS saci Sencennss 601 949 348 


From these figures the conclusion may be drawn that Russia 
has sufficient economic strength to maintain her finances and her 
money in a normal and regular condition.” 

To cope with the demand created by the war, Russia has 
reduced her expenditure, both ordinary and extraordinary, by 
1344 million roubles, 54 millions of which are withdrawn from the 
construction of new railways. Through these retrenchments she 
has raised her disposable balance to 266,000,000. Various accre- 
tions had already enlarged it so much—notably the plus values in 
the early part of 1904—that the total disposable funds almost 
attain the figure of 310,000,000. 


1 Between the 1st and 14th September, 1904, the Bank of Russia had enough 
gold to cover all the notes issued and all public credit accounts, . 

* When the Japanese judged it the right moment to begin the war, Russia was, 
financially and economically, in a better position than she had ever been. There 
was more gold than paper in circulation. Two good harvests, 1902 and 1903, had 
brought about an excess of exports of 640 millions. The railways of the State, the 
alcohol monopoly, had yielded considerable sums. The funds at the disposal of the 
Treasury had attained the highest figure ever reached. 





ee 
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Besides this, Russia has raised most successfully a loan in Paris 
of 300,000,000 roubles in Treasury-bonds at 5 per cent. for five 
years, which the continental] investors have accepted at 99 per cent. 
A loan has also been negotiated in Russia of 150,000,000 roubles 
of Treasury-bonds at 3°60 per cent. for five years. The capital 
of the national debt has increased 4 per cent. ‘The resources 
provided by the two loans were collected in a spirit of precaution 
against future emergencies. 

There has been no question of falling back into the course 
taken in 1877-78, and making shift with the handy method of 
a fiduciary issue. It has not been held desirable to cope with 
extraordinary expenditure by the sole weapon of the normal 
elasticity of a paper circulation. Prudence has made it a duty 
not to risk the safety of a monetary system, organised with so 
much labour, and on which depends the economic and financial 
well-being of the country. 

In this connection the following figures are instructive :— 


Gold Bills on Gold at Notes in 
abroad. foreign countries. the Bank. circulation. 
(In millions of roubles. ) 
SBBUBEY ss .ncvis sevens 166 8°2 733 578 
February ..... ...... 175 27 745°7 598 
DRALON 55:5 specie sesseeete 133 31 762°7 628 
Es assccosxscsiaciien 74 7 7715 634 
PAE ceiver csusddncenes 40 67 803°4 648 
WOR csc ceosenudncnp cs 91 4:6 821°9 665 
MOET hasscanscssutnnass 99 18 838°8 689 
UNG: <5 coescansavee 84 1°8 863°5 695 


The stock of gold has increased concurrently with the fiduciary 
circulation. 

On August Ist, 1904, the Bank of Russia could have circulated, 
over and above this, 553,000,000 roubles in credit notes, in accord- 
ance with its charter. It is evident that the Government has 
well husbanded this withheld reserve. 

What are the expenses of the war? Up to August 16th the 
sources of credit open to all the departments of the Government 
for the purpose of the war had risen to 257} million roubles for 
more than six months and a half.” 

According to the Bulletin de Statistique Russe, the cost of the 
war will amount to 500,000,000 at least, and to 600 at most, for 
the current year. And, probably, thanks to the surplus in the 


1 The Treasury, besides the Bank reserve and sums owed to it abroad, held 
in September 272,000,000 in gold or in foreign securities. 
2 According to the official announcement of April 5th to 18th. 
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ordinary Budget, the net deficit will amount to no more than 
450,000,000 roubles. This is a long way from the milliards on 
which Russia’s enemies are counting. 

War is a cruel test for any nation, but Russia has a con- 
stitution capable of surviving that into which Japan has rushed 
her. While soldiers and officers are shedding their blood for 
their country, Russia labours and brings forth accumulating 
treasures to repair the harm wrought by a distant war. Russia 
has conquered distance, and the railroad which unites the heart 
of the Empire to the shores of the Pacific, and is a monu- 
ment to her energy and her daring, has rendered the greatest 
services, whatever the habitual detractors of Russia’s economic 
progress may say. From the financial point of view, from the 
point of view of means of transport, the war has not taken Russia 
unawares. She was excellently prepared, and, through the 
superiority of her financial machinery, she can calmly contem- 


plate the prolongation of the campaign. 
ARTHUR RAFFALOVICH. 


Norre.—The stability of the Russian Exchange is a proof that the monetary 
reform is a sound piece of work. The absence of fluctuation in Russian bonds 
proves that there has been little selling out among bondholders, Russian bonds 
rank exceedingly well in France, Holland, Belgium, and in Russia itself. Russian 
credit is unimpaired. 

In 1903, the alcohol monopoly (sale by the State) has yielded 541 million roubles, 
the expenses have been 153 millions, the net produce 388 millions. There were 
28,247 shops against 28,418 in 1902. The State receives 112 million roubles more 


since the introduction of the monopoly. 





RECENT OFFICIAL PAPERS 


Report of the Interdepartmental Committee on Physical Deterior- 
ation. Vol. I. Report and Appendix. ... [C% 2,175.] 


THERE is no statistical evidence of variation in the national 
physique ; but the Committee are able to diagnose and prescribe 
for certain kinds of deterioration. Among the Appendices are a 
memorandum by Miss A. M. Anderson on employment of 
mothers in factories and workshops, and infant mortality statistics 


for urban and rural counties. 


J. F. W. TatHaAm 
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Report to the Board of Trade on Agencies and Methods for deal- 
ing with the Unemployed in certain Foreign Countries. By 
Mer. D. F. Scutoss, . . . [C4. 2,304. ] 


Lasour colonies, labour registries, and the novel method of 
insurance against unemployment are among the interesting topics. 


The Bulletin of the Bureau of Labor (Washington) for July com- 
pares the increase of wages during recent years with the almost 
equivalent increase in the cost of living. Food is dealt with by 
an index-number, based on retail prices, and weighted according 
to family budgets. 





The Rapport au Ministre des Finances (Paris: Imprimerie 
Nationale) contains the statistics of the monetary census, referred 
to in the last number of the Economic JOURNAL (p. 495). 


Lasour NOTES 


Save in the case of municipal employees, those favourably 
placed wage-earners with rates instead of the profits of industry 
to provide the funds by which they are maintained, the general 
trend of wages is still downwards. Not many changes are, how- 
ever, recorded, the most notable being the decrease, general over 
almost the whole of the British coal-fields, in the wages of miners. 
It is noteworthy that out of a total of about 640,000 workpeople 
reported upon by the Labour Department as having been affected 
by the changes that have taken place during the first ten months 
of the year—all of them, with the small exception above men- 
tioned, decreases—nearly five-sixths were working in or about 
coal-mines. 





DurinG the last three months the federated coal-mining areas 
have gone through an anxious time, pending the settlement of 
difficulties that arose in the Scottish field, in which notices handed 
in by the owners were considered to threaten the principle of the 
minimum wage. A special conference of the delegates of the 
Miners’ Federation was convened at Southport, at the beginning 
of September, to consider the question ; and, as the result of pro- 
longed deliberations, in the spirit of compromise and in the in- 
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terests of peace, an influential and representative deputation was 
appointed to wait upon the Scotch owners. 





FURTHER negotiations followed, resulting in an arrangement 
in accordance with which, while the principle of the minimum 
is retained, the scale of wage variation, accepted as the basis of 
the special decisions of the joint committee, that will still be 
necessary, as to whether advances or reductions are expedient, is 
somewhat altered, the effect being that when the ascertained 
prices of coal at the pit-mouth are high, the miners will reap some 
advantage ; and when, as at present, they are low, the owners will 
benefit. Thus the strain of the wages charge which was imposed 
by the old scale when trade conditions were unfavourable, and 
which led to the recent difficulty, has been somewhat eased. 





AN interesting and, perhaps, an important accompaniment of 
the recent arrangement has been the appointment of a committee, 
consisting of five coal-owners and five miners’ representatives, 
‘“‘for the purpose of considering and advising as to what course 
should be taken to regulate the output of coal in accordance with 
the demand.’’ Like other British coal-fields, those north of the 
Tweed are very far from being protected by any ring-fence, and 
the control of prices, and thus of profits and wages, by any arti- 
ficial regulation of supply, will be a difficult matter upon which to 
advise. But the reference to the committee is the natural out- 
come of the acceptance of the principle of a minimum that is 
intended to be irreducible. The question of a minimum wage 
has been again occupying the prolonged attention of the Council 
of the Northumberland Miners’ Association, and its representa- 
tives have been instructed to bring proposals thereon before the 
next meeting of the local Conciliation Board. 


By a bare majority, only secured on a second division, of the 
delegates at the Annual Meeting of the Amalgamated Society of 
Railway Servants, the question that has been so greatly canvassed 
during the last few months has been settled in favour of their 
Parliamentary representative. By the terms of the resolution 
carried, while it is admitted that some of Mr. Bell’s actions ‘‘ may 
have been indiscreet,’’ his past policy has been approved and his 
future candidature, in the absence of possibly intervening resolu- 
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tions of the controlling body, is to be allowed, so far as the Rail- 
way Servants are concerned, to stand on the same conditions as 
before. He is thus under no obligation to sign the present con- 
stitution of the Labour Representation Committee, which is re- 
garded, in the terms of the resolution, as ‘‘ too stringent,’ and, 
while the A.S.R.S. does not sever its connection with that body, 
it has formulated a request for the modification of its rules as to 
the conditions to be imposed upon its accredited candidates. 





THE direction of the curve of the unemployment chart of the 
Labour Gazette for the three months ending October 31st has 
closely followed that of the same period for 1903, save that the 
numbers returned as unemployed have been about one per cent. 
in excess, the figure standing at 6°8 per cent. at the end of last 
October, as compared with 5°8 per cent. a year before. The most 
favourable feature of returns that are still, for the most part, un- 
satisfactory, refer to the cotton trade, in which, with lower prices 
and with a ‘‘ visible supply’’ exceeding that of last autumn by 
nearly fifty per cent., full time is now in most districts almost 
the general rule. In cotton-spinning the percentage working full 
time, according to a table published in the Labour Gazette for 
last November, has increased from 74°5 per cent. in October, 
1903, to 95°7 per cent. in October, 1904. In weaving the im- 
provement is still more marked, the corresponding increase having 
been from 69°6 per cent. to 95°8 per cent. A sign of the admir- 
able organisation that has been characteristic of the greater part 
of this trade during the critical past year, and of the equal sharing 
of the difficulties that it has brought, is seen in the fact that 
during October, 1903, when more than a quarter of the employees 
in the spinning branches of the trade were working on short time, 
only three per cent. of the total number of spindles were idle. 


In the woollen trade conditions are also generally satisfactory. 
Orders from the Far East for Army equipment had an appreci- 
able effect upon some districts, especially that of Dewsbury. 





ALTHOUGH a considerable improvement in the labour condi- 
tions of many North-country towns is reflected in the above facts, 
although elsewhere, as in South Wales, there are welcome signs 
of an approaching revival of trade, and although the tone of ‘‘ the 
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City’’ is confident, both in the North and in many other parts 
of the country, including London, a more than average amount of 
unemployment is reported, and the complex class of *‘ the unem- 


9) 


ployed ”’ is thus attracting much attention. 





AN indication of this is seen in the memorial addressed to the 
Prime Minister by the Labour members of the House of 
Commons, asking for an autumn Session for the consideration of 
the question, and in the markedly conciliatory and sympathetic 
tone in which Mr. Balfour couched his message of refusal. 





THE attitude of the Government is further reflected in the 
action that has been taken by the President of the Local Govern- 
ment Board, and perhaps the most important practical, as well 
as political, step that is being taken in the matter at the present 
time is in consequence of the definite proposals which have been 
made by Mr. Long. The gist of his recommendations, so far as 
London is concerned, is that, in addition to a central advisory 
committee, special joint committees should be formed in each 
Borough or Poor Law Union, and that on these committees re- 
presentatives of the Poor Law Guardians, of the Borough Councils, 
and of local ‘‘ charitable and parochial associations ’’ should sit. 
The scheme, which in London, in any case so far as the initial 
stages of organisation and endorsement are concerned, is being 
very generally acted upon, is considered by Mr. Long to be ap- 
plicable to the whole of the country. 





SYNCHRONISING rather significantly with these proposals has 
been the resolution passed by the Council of the Association of 
Municipal Corporations, with Sir J. T. Woodhouse, M.P., in the 
chair, affirming the willingness of the municipal councils ‘‘ to 
expedite all proper and necessary undertakings ’’ for the employ- 
ment of those out of work in their respective districts, but adding 
that, since such employment “‘ will only affect a small fraction of 
the unemployed,’’ it is necessary to call upon the Government 
‘“‘to take up the unemployed question as a national one, and one 
that should be dealt with without delay.”’ 

















1904] LABOUR NOTES 637 


FurTHER, the Mansion House Committee on the Unemployed 
has reported carefully upon its work of last winter; the Charity 
Organisation Society has reported more generally, through its 
committee appointed for the purpose, ‘‘ on the measures adopted 
in London, in the winter of 1903-4, for the relief of the unem- 
ployed and for meeting unusual distress ’’ ; and finally, the Labour 
Department of the Board of Trade has published a valuable re- 
port, through Mr. Schloss, in continuation of the final section of 
that issued in 1893, on the methods adopted in foreign countries 
in dealing with this question. 





In the light of comparative and of past experience, especially 
so far as this country is concerned, of the dangers of hasty action, 
be it by voluntary agencies suddenly created, or by administrative 
bodies that suddenly assume new duties, and in the growing sense 
of the supreme need of classification alike as regards the cause of 
unemployment and class of unemployed, it is not too much to 
hope that good will come from the wide endorsement, at the pre- 
sent time, of the opinion that ‘‘ something must be done.”’ 


Peruaps the chief danger that has to be avoided is lest the 
machinery that appears to be in process of formation becomes 
too conspicuous in the eyes of the community, and lest the diffi- 
culty of combining requisite permanency and co-ordination, with- 
out increasing the number of those who will be tempted to rely 
upon this machinery, be not surmounted. For as the help given, 
whatever form it take, is appropriate to those who need it, so 
does the need of classification increase. But, just as the help 
given becomes really appropriate to those who belong to the 
genuine unemployed—that is, to those who in normal times are 
fairly regular wage-earners—so does the danger increase of 
creating a resource that will be more and more relied upon; for 
the help that is really ‘‘appropriate’’ to such men must yield 
something that stands in a reasonable ratio to the expense of 
maintaining their home standard. 


AnD the danger which has been indicated does not apply 
solely to wage-earners. It may come to have equally serious 
force in connection with employers. For instance, although it 
is well known that in slack times employers discharge first those 
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whose services they least value, it is equally true that in many 
trades work is often ‘‘ made’’ in the interests of the existing staff 
when orders run short. If, therefore, on a recommendation or 
reference, such as those used by the Mansion House Committee 
last winter, employers came to feel that they could ensure work 
and unemployed relief for men that they could keep on but did 
not really require, a machinery created for beneficent purposes, 
and one which, in its moral effect upon the public mind, might 
have value, might nevertheless in reality work in the direction of 
industrial disintegration. It would certainly do this if it weak- 
ened in any way, instead of strengthened, the bonds that bind 
employers and employed together—the strengthening of which is 
perhaps one of the greatest industrial needs of the present time. 
An unemployed committee requires, indeed, some test of the 
normal industrial adhesiveness of the individual applicant, and, 
quite apart from the latent risk of weakening friendly and pro- 
vident organisations, the most serious risk incurred by committees 
appointed to deal with the unemployed on a large scale, with 
authority behind them, and perhaps considerable funds to spend, 
is this of weakening the connection that binds men, and should 
bind them, to the normal relations of industrial life. At any given 
moment, difficult though it always is to measure the unemployed, 
the problem is comparatively inelastic. Make the machinery for 
dealing with the problem permanent, and also prominent, and the 
need will at once become imperative of avoiding the multiplication 
of the very class that it is desired in the moral and economic 
interests of the community to eliminate. 


Tuis danger will, it is happily true, diminish as, on the one 
hand, the sense of responsibility felt by the employing classes 
deepens, and, on the other, as the general standard, social and 
industrial, of the ‘‘ lower’’ rank and file of labour rises; and no 
generalisation, for instance, from the experiences of the French 
workshops of 1848, can be validly made without taking into 
account the advances in social insight that have been made during 
the last half-century. But there is, nevertheless, little or no 
evidence to show that large provision of employment, unless most 
carefully safeguarded, would not now, as then, be followed by 
large abuse, and end in reaction and disaster. 

ERNEST AVES 
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City NOTES 


The Business Outlook.—The economic situation at the present 
moment is altogether confused. There is a certain amount of 
trade depression. The unemployed have increased all through 
the present year, as compared with the corresponding period of 
last year. In the Trades Union Returns received at the Board 
of Trade the percentage of unemployed is now about 6 per cent., 
as compared with 5 per cent. last year. Pauperism, especially 
in the metropolis, has likewise increased. But the stock markets, 
after being depressed early in the year, have been exhibiting more 
cheerfulness ; a ‘‘ boom ’’ has been running in the United States 
since the election of President Roosevelt, and the accounts of 
the cotton and other crops there are most promising; there is 
likewise a better appearance in South Africa, where the produc- 
tion of gold has at length recovered to the ante-war level ; trade in 
Western Europe, especially in Germany, is also benefiting by 
purchases of munitions of war for Russia, and the outlook, gener- 
ally, cannot be regarded as wanting in elements of hope. Corre- 
sponding with the latter symptoms, also, we find the money- 
market in the late autumn hardening, with the possibility of a 
rise in the Bank rate from 3 per cent., to which it fell in April 
last. It would be hazardous, however, to say whether business 
is now going from bad, or rather, unfavourable, to worse ; or from 
worse to better. An uncertain tone prevails, and on the whole 
we should rather look forward to a continuance of the present 
uncertainties, with the risk of their being aggravated at any 
moment, than to the development of a great boom, such as 
American speculators seem to promise. The time for a great 
boom has not yet come, because the bad business of the former 
booms has not yet been fully liquidated. 


The War Uncertainties.— Apparently, also, the apprehensions 
excited by the war have a great deal to do with the depression, 
and these have been greatly stimulated by what is called the 
North Sea outrage, which brought Great Britain and Russia to 
the brink of war. The paralysing effect of the Russo-Japanese 
war seems to increase as the months pass on, as light is brought 
to bear on the alarming character of the various possibilities in- 
volved. The situation continues full of danger; and the City, it 
is safe to say, will not be reassured till the war is finished. There 
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could not be a greater check to business, and it is this uncomfort- 
able feeling at bottom which aggravates the momentary danger 
of such incidents as the North Sea outrage. All the elements of 
an explosion are prepared, and long distant commitments are 
avoided by great capitalists and business leaders. 





The Proportion of the Depression.—It must be pointed out, 
however, that the depression is being spoken of, as such depres- 
sions often are, in language of entirely unjustifiable gloom. The 
margin of unemployed, even now, when so much is said, is not 
really large, but small. In Trades Unions at the best of times 
the list of unemployed seldom goes much below 4 per cent., and 
includes, undoubtedly, numbers who are really invalids, or too 
old for full work, who are not worth the fixed minimum wage of 
the Unions, but, for reasons of policy, are not permitted to work 
for less. The difference between 4 and 6 per cent., which is all 
that can be ascribed to trade depression, is thus not so very large. 
The Trades Unions, moreover, represent the variable employ- 
ments, the engineering and like trades, and there is no reason to 
suppose the out-of-works in less variable employments—domestic 
service, railway service, post-office service, and others—ever reach 
the proportion that they do in Trades Union business. The evil 
is thus one which can be, and ought to be, tackled with vigour 
and earnestness, and not with the hysterical emotion so prevalent, 
which is answerable for no little aggravation of the mischief. 


The Money Market.—An advance of the Bank rate above 3 
per cent. was very generally expected in November, and may 
come before long. Improvement in business in any direction 
will bring the change about, and equally so would any failure of 
credit, such as we may always consider within the range of possi- 
bility, when sudden alarms may arise at any moment. As it was, 
the North Sea outrage very nearly precipitated a panic. Apart 
from panic, an advance in the Bank rate from the low level of 
last summer has probably been too long delayed. With two such 
borrowers as Russia and Japan in the field, and with the large 
expenditures of other great governments going on, it is all but 
certain that a higher Bank rate than 3 per cent. will rule in 1905. 

R. G. 
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CURRENT TOPICS 


THE correspondence published in recent issues of The Times 
(October 12th, October 15th, October 25th), respecting the pres- 
sure of rent on the incomes of the wage-earners in the great 
towns of Germany, brings into view both the magnitude of the 
burden and the difficulty of measuring that burden exactly so as 
to effect a comparison with corresponding conditions in England. 





ONE caution required in dealing with summary statements 
respecting the proportion of income paid in rent is derived from 
the well-known principle that an average based on a whole class 
is consistent with wide deviations in the case of particular sub- 
classes. This sort of deviation or dispersion is well illustrated 
by some statistics which are in pari materid with the matter 
in hand. The average percentage of salary which was, in 1902, 
expended on rent by the official class (Beamten) in Bavaria 
was little more than 19 per cent. But the deviations from this 
average extended in the upward direction beyond 40 per cent. 
Here are the figures for the class of nicht pragmatischen Beamten, 
cited from an official document by Professor L. Brentano in 
his recent remarkable lecture on Wohnungs-Zu-stdénde und Woh- 
nungs Reform in Miinchen (published by E. Reinhardt, Munich, 
1904). 


Per cent. of salary. Number of cases. 
20—25 4,538 
25—30 2,174 
30—35 911 
35—40 348 

above 40 209 


The smaller numbers of the pragmatischen Beamten (the higher 
class of functionaries in the Bavarian Civil Service) present a 
similar distribution. (It may be noticed that the income on which 
these percentages are calculated is exclusive of payment made 
by lodgers; the payment made by a lodger is deducted from the 
rent, and the net rent thus determined is compared with the 
salary.) The possibility of similar deviations in excess must be 
borne in mind when we consider averages relating to the ex- 
penditure on rent of a class below the Beamten. Such is the 
average presented in the Stattstisches Jahrbuch der Stadt Berlin 
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At page 201, 


3 


(No. 28 containing the statistics for the year 1903). 
under the heading ‘‘ Budgets of Families with Small Means 
(Haushaltrechnungen der minderbemittelten Klassen), the ex- 
penditure of 908 households under several heads—21 different 
genera of articles—is tabulated. From this solid mass of statistics 
is extracted the weighty result that the mean percentage of family 
income expended in rent is at least 16 per cent. We may refer 
also to the averages cited by Professor Pohle at the recent 
Wohnungs-Kongress held at Frankfort. The percentages of 
expenditure on rent to income were in Leipsic as follow :— 


Incomes in marks up to 1885. 1900. 
1,100 23°01 23°00 
1,100— 2,200 20°64 19°02 
2,200— 4,300 20°03 19°36 
4,300— 8,300 16°87 15°70 
8,300—16,000 12°46 11°64 
16,000—26,000 9°87 8°43 
above 26,000 5°13 4°42 


(The amelioration in the condition of the working-classes 
which Professor Pohle, an ardent Protectionist, found in the 
figures for 1900, compared with those of 1885, is not very con- 
spicuous.) Observing that the proportion of rent to income 
increases as the income diminishes, it seems a fair inference 
that, if we could break up the class under 1,100 marks into sub- 
classes, the proportion of rent to income would be much greater 
for the least fortunate classes. ‘The phenomenon of dispersion is 
further illustrated by some family Budgets relating to saving, 
which have been published by the Statistical Bureau of Dresden 
(13 Heft der Mittheilungen; also printed in Sociale Praxis for 
November 24th, 1904). Out of 87 households, 59 had only one 
heatable room ; for which, on an average, 21 per cent. of income 
was paid. There were 29 who paid between 20 and 25 per 
cent., 8 that paid from 25 to 30 per cent., 8 from 30 to 35, 2 from 
35 to 40, one paid 41 per cent., one 48 per cent., one 68 per cent. 
of income. 


THE burden borne by the poorer classes may be estimated less 
roughly by means of the amount of rent paid for house-habitation 
of the humblest kind. As stated by Professor Brentano in the 
lecture to which we have referred, according to information re- 
ceived by him from the secretary of the Organised Working- 
men, Munich, a family which enjoys only a single room with 
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a cooking-stove (Kochofen) pays in rent from 120 to 168 marks ; 
for a two-chambered habitation the rent is from 190 to 264 marks. 


But there are thousands in Munich who have not an income of 
800 marks, very many who have not even an income of 500 
marks. It follows that the least favoured class in the dearest 
part of the town must pay above 30 per cent. of their income 
for the minimum of accommodation; for a higher, though still 
not very high, degree of accommodation they would have to pay 
above 50 per cent. of their income. A similar conclusion is 
deducible from the official statistics for Berlin. It appears from 
a publication of this year (Berliner Statistik, 2 Heft, Grundstuck 
und Wohnungs auf nahme in Jahre 1900) that the rent for a single 
heatable room in Berlin was, in 1900, 231 (or 232) marks 
(Cf. Berliner Jahrbuch, No. 28, p. 137). But from the Berliner 
Jahrbuch already cited we find (p. 444) that the number of persons 
—*‘ physical’’ persons, as distinguished from juristic entities—in 
Berlin assessed as having an income between 420 and 660 marks 
was 187,950. It would therefore seem that these nearly two 
hundred thousand persons either paid from 35 to 55 per cent. of 
their income for a minimum of house accommodation, or were 
altogether insufficiently housed, and had to content themselves 
with only a kitchen, or a room not heatable. The former alterna- 
tive is more probable, as appears from the statistics contributed 
by Dr. Lindemann to the Schriften der Verein fiir Social Politik, 
1901, where the ‘‘ conception of a heatable room ’’ is explained, 
and it transpires that the arrangement most frequently occurring 
in Berlin is the case of a single heatable room, without kitchen 
and without other rooms which are not heatable. This con- 
clusion ‘as to the pressure of rent may be widened by taking into 
account the rent for two heatable rooms, viz., 379 marks (Berliner 
Jahrbuch for 1903, p. 137), and the number of persons with 
incomes between 660 and 900 marks, viz., 176,116. We assume 
that the conclusion is not materially affected by the use of 
the date 1900 in one part of our premises and in another part 
1902-3. In fact, we have reason to believe that if, instead of 
231 and 379, there are substituted the figures proper to 1902-3 
the argument will become 4d fortiori. (Cf. Reichsarbeitblatt, 
Jahrg. 2, No. 7, p. 618.) We are assuming also that, as a rule, 
there is only one income-paying person in each household. This 
is perhaps not strictly true where there are lodgers (the exemp- 
tion-minimum being so low as it is in Germany). But what miti- 
gation of our conclusion may be required on this account is 
more than counterbalanced by the evils which are apt to arise 
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when family and lodgers herd together in very close quarters. 
The injury to morals and family-life in such conditions is by all 
accounts very serious. 





THE statistics with which we are acquainted relating to 
the housing conditions of English workpeople are not of a 
sort to afford exact comparisons with corresponding conditions 
in Germany. Prima facie, the opinion expressed in the 
Blue Book that the conditions are worse in Germany seems 
probable. But the statement must be read in connection 
with the repeated cautions with which the Board of Trade 
has qualified its comparative statistics. H.g., ‘‘the compara- 
tive welfare of the working classes in various countries in 
the broadest sense of the term cannot be determined by any 
statistical method’’ (loc. cit., p. 229). ‘‘The problem of com- 
paring the average level of wages in different countries is a very 
difficult and complex one’’ (p. 286). To one who interprets 
the statements of the Department in this spirit, it may appear 
that, even if the condition of the German worker in respect of 
housing is not proved to be worse, there is at least no proof of 
it being better than the condition of the corresponding class in 
England. The statistics present no clear and striking contrast, 
such as you may see in certain pictorial advertisements between 
two figures, the one drooping and meagre, the other erect and 
sleek ; the difference, you are asked to believe, being due to the 
action of some patent medicine. 





ONE broad fact stands out, that, as the money wages of the 
German, as compared with the British, working-man are much 
smaller, he obtains imports on the international market at 
a greater sacrifice, even if the addition made by tariffs to the price 
of imported commodities is left out of consideration. 


A COMPARISON between the conditions of labour in Germany 
and England, not wholly to the disadvantage of the latter 
country, is suggested by a recent work of the eminent German 
statistician, Dr. Paul Mombert, Das Nahrungswesen (Jena: G. 
Fischer, 1904, p. 137. Reprinted from the Handbuch der 
Hygiene, edited by Dr. T. Weyhl). After an elaborate investi- 
gation of the ‘‘laws of nourishment,’’ Dr. Mombert, applying 
the tests thus obtained, finds that forty-four per cent. of the 
Prussian population are insufficiently nourished. One may safely 
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(ruhig), he says, extend this conclusion to the whole of Ger- 
many. This insufficiency of nourishment is connected by Dr. 
Mombert with the tariff. The existing tax on wheat and 
rye inflicts on a typical family a loss of 3°6 per cent. 
of income, which the new tariff brings up to 5°20 per cent. 
Similarly the loss by, taxation on meat is already considerable, 
and is becoming much greater. The burden is aggravated by 
other imposts and impediments. Insufficiency of nourishment 
means inefficiency in the struggle of international competition. 





THE comparison is not made more favourable to Germany 
by another contribution which Dr. Mombert has made to the 
statistics of nourishment, Die Verschlechterung der Erndhrungs- 
verhiltnisse der Arbeiterklasse in der letzten Jahren, a paper 
reprinted from the Archiv fiir Soziale Medizin und Hygiene. It 
is here shown that there has been in recent years a serious rise 
in the price of meat, attended with falling wages and increased 
unemployment. A brighter prospect is persuasively presented by 
Professor Ashley in his just published Progress of the German 
Working Classes. Let us hope that the worst evils are but tem- 
porary, the transient symptoms of an industrial crisis. 





Mr. Epwarp ATKINSON, the well-known statistician, sends us 
2 brochure in which, bringing previous computations up to date, 
he estimates the cost of war to the United States, from 1898 to 
1905 (sic) as £1,200,000,000. It is not only the ‘‘ white man’s 
burden ’’ but also the ‘‘ brown man’s wrongs’’ that are deplored. 


A HIGHLY significant correspondence has passed between the 
Labour Representation Committee and Mr. Watson, the late 
Labour Premier of Australia. The difference in the attitude of 
the Labour parties in the two countries towards proposals for 
Colonial preferences is brought into clear relief by the following 
extracts from the correspondence. From the Labour Representa- 
tion Committee to Mr. Watson (October 4th, 1904) :—‘** It appears 
that the Australian Labour Party has decided to join with another 
political party for the purpose of persuading Australia to declare 
in favour of what are known as Mr. Chamberlain’s fiscal pro- 
posals. . . . The talk of preference is altogether illusory, seeing 
that .. . your preference to us is only to be so much as is con- 
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sistent with your monopoly of your own market. . . . Every 
Labour political party in Europe is opposed to Protection.’’ Turn- 
ing to the political aspect of the proposals, the message states that 
the policy of the Australian Labour Party, ‘‘ inasmuch as it 
amounts to an interference with our domestic affairs, makes for 
discord and disruption. . . . We firmly, but in a friendly spirit, 
make our protest. . . . Mr. Chamberlain’s proposals will result 
in bringing strife where there is now harmony.’’ ‘The letter con- 
cludes with the hope that ‘‘ our Labour friends in Australia will 
not commit themselves to a policy which will make organised 
labour in the Mother-land look upon their success with regret.”’ 
Mr. Watson has replied that his followers have agreed to differ 
on the tariff question, but that he personally is strongly in favour 
of preferential trade. He then proceeds, that ‘‘ it is incorrect to 
assert that Australia does not desire preference, because the 
majority of successful candidates at elections have advocated the 
principle.”’ 





THE cleavage of policy among European Socialists was clearly 
evident at the International Socialist Congress which met during 
August in Amsterdam. Here the conflict between the ‘‘ revision- 
ists ’’ and the older school threw all other questions into the shade. 
Apart from difference in economic theory, the two schools seem 
to become more and more sharply distinguished in their imme- 
diate policy. While the older section maintains an attitude of 
equal indifference to all governments which are not Socialist, the 
‘* revisionists ’’ are not unwilling to ally with, or even to enter, a 
ministry which will go some length in their direction. Monsieur 
Jaurés’ adherence to the Combes Ministry in France is an example 
of the newer policy, and it was around his powerful figure that 
the battle raged. The position of his opponents is defined in the 
resolution which formed the basis of discussion, and which was 
finally carried. We quote only a part of it:—‘‘ The Congress 
repudiates to the fullest extent possible the efforts of the revision- 
ists, which have for their object the modification of our tried and 
victorious policy based on the class war, and the substitution for 
the conquest of political power by an increasing attack on the 
bourgeoisie of a policy of concession to the established order of 
society. . . . Social Democracy can accept no participation in the 
government under bourgeois society.’’ It seems that the more 
uncompromising policy tends to be most powerful in those 
countries where parliamentary government is least developed. 
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Ir. Germany, for example, the Socialists, although their numbers 
are greater than in any other country, cannot directly affect actual 
legislation. They have, therefore, comparatively little to lose by 
an attitude of rigid independence. In France, on the other hand, 
a skilful use of their voting strength may lead to immediate re- 
forms, and they are, consequently, more willing to enter into 
agreements with other parties. In defending his action, there- 
fore, M. Jaurés demanded national autonomy in matters of 
policy. Although he was defeated, the vote was of little import- 
ance, as the Congress is not constituted on a really representative 
basis. 





THE revised regulations for the Indian Civil Service examina- 
tion were issued in August, and are to come into force in 1906. 
The marks assigned to ‘‘ Political Economy and Economic 
History,’’ whose position was at one time threatened, have been 
increased from 500 to 600. This may be regarded as satis- 
factory, since, although some other subjects have been even more 
favoured, a certain number, Political Science, Roman Law, 
English Law, General Modern History, and English Composition, 
are left with the same number of marks as before. In order to 
reduce the ‘* cramming,’’ which occurred when candidates were 
allowed to take up as many of the subjects as they wished, they 
are now prohibited from offering more subjects than could enable 
them to obtain a maximum of 6,000 marks. 





THE new Faculty of Commerce in the University of Man- 
chester is now in the midst of its work. The prospectus modestly 
claims that, although the training ‘‘is no substitute for experi- 
ence, it should broaden the outlook, train the faculties to analyse 
new commercial and economic situations, and impart organised 
knowledge.’’ For the degree of Bachelor of Commerce candi- 
dates must have attended classes extending over three years. The 
Master’s degree is open to Bachelors of Commerce of three years’ 
standing, who must submit a dissertation. The University also 
offers a ‘‘ Higher Commercial Certificate,’’ for which the course 
of work covers two years. Classes are being held in the evening, 
as well as during the day, in order that those who have already 
entered business may work for the degrees. The teaching staff 
has been strengthened by the inclusion of a number of business 
men to deal with railway transportation, the cotton industry, 
accounting, and the practice of banking. 
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THE British Association meets next year in South Africa. 
Members leave Southampton on July 22nd or 29th, and reach 
England again on October 7th, or one or two weeks earlier at 
option. The meeting opens at Cape Town on August 15th, and 
after four days the Association goes on tour to Durban, Johannes- 
burg, Bloemfontein, Kimberley, Bulawayo, Zambesi, and back to 
Cape Town. The President of Section F is Dr. W. Cunning- 
ham, the recorder Mr. A. L. Bowley. Members obtain special 
terms from the Union Castle Line. 





Mr. STaNLeEY H. TuRNeER, Assistant to the Professor of Poli- 
tical Economy in the University of Glasgow, the author of the 
paper in the Kconomic JouRNAL (March, 1904) on ‘‘ Depreciation 
in Municipal Undertakings,’ has been appointed to the post of 
Lecturer in Political Economy in the University of Aberdeen. 
Hitherto, economics has been taught only during the Summer 
Session in Aberdeen, and the class has not qualified for graduation. 
A full qualifying course has now been instituted. 





WE are asked to mention that the journal, Land Values, 
quoted last month in Miss Dodd’s article on ‘‘ The Taxation of 
Land Values in Australasia,’ is the official organ of the British 
Associated Leagues for the Taxation of Land Values. It contains 
news of the Land Reform movement in every part of the world. 
It will be posted monthly to any address in Great Britain on 
receipt of an annual subscription of one shilling and sixpence. 





AT the opening of the 1904—5 session of the School of Sociology 
Mr. James Bonar, Chairman of the Executive Committee, gave 
an address on life in large cities, which is printed in the December 
number of the Charity Organisation Review. 
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CORRESPONDENCE 


THE Editors have received the following letter from Mr. 
J. M. Ludlow :— 


To the Editor of the Economic JouRNAt. 
TRADE UNIONISM AND INDIVIDUALISTIC RADICALS. 


Sir,— 


In a paper on “the latest chapter in the History of Trade 
Unionism,” by Mr. H. B. Lees-Smith, contained in your last number 
(p. 469), it is stated that “the group of middle-class sympathisers, 
Mr. Frederic Harrison, Prof. Beesley, Tom Hughes, and others who 
had assisted the Unions to win the Trade Union Charter in 1871 
and 1876, consisted mainly of individualistic Radicals.” Considering 
that Mr. Hughes was one of the first band of Christian Socialists, and 
that Mr. Harrison and Prof. Beesley were well-known Positivists, this 
statement appears to me a singular one. 

I have always called myself a Radical, though not an “ individual- 
istic” one, and I venture to say that the teachings of the masters of 
economic science—Adam Smith, Say, Ricardo, Mill—in favour of 
the principle at least of working men’s Trade Unions were generally 
ignored by “individualistic” Radicals until reminded of them by 
Christian Socialists. In a course of lectures organised by their 
“Society for Promoting Working Men’s Associations” during the great 
engineers’ strike and lock-out of 1852, for the first time, to the best of 
my knowledge, it was recommended that Trade Unions should be 
legalised in the same manner as Friendly Societies. A few years 
later, 1858, the ‘‘ National Association for the Promotion of Social 
Science,” then a powerful organisation, appointed a Committee on 
Trade Unions, which included amongst others almost all the leaders of 
the Christian Socialist movement, with some eminent Positivists; and 
the minority report, expressing in the main their views, recommended 
the legalising under the Friendly Societies Acts of what it termed 
the “simplest and universal function of Trade Unions, viz., the 
enabling the workman to maintain himself while casually out of 
employment or travelling in search of it”; the majority report only 
venturing so far as to say that the Legislature ‘‘ might do much good 
service to workmen by providing an easy and cheap remedy, both in 
law and equity, to meet the case of disputes between trades’ societies 
and the members, especially in respect to the application of benefit 
funds.” Finally my own conclusions, set forth at the close of the 
volume (p. 617), and going beyond what legislation has yet reached to, 
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began by expressing the belief ‘that all trade societies and employers’ 
associations should be compelled to register their rules, and on their 
being certified not to be illegal should obtain legal means of protecting 
their funds, recovering subscriptions,” &c. And when in 1869, as the 
result of a deputation to the Home Secretary, Mr. Bruce, afterwards 
Lord Aberdare, a short temporary Act was passed, the first, if I mistake 
not, on the Statute-book in which Trade Unions are spoken of eo nomine, 
and one which marks a turning point in their history, the Act “to pro- 
tect the funds of Trades Unions from embezzlement and misappro- 
priation,” 32 and 33 Vict. c. 61, it was to one of the old Christian 
Socialists that the drafting of the Act was intrusted. 

I gladly admit that, when they had been shown the way, “ individual- 
istic’ Radicals learnt to support the claims of Trade Unionism. But 
its first and most strenuous outside allies were Radicals of the type of 
W. E. Forster, an early friend of the Christian Socialists, who used to 
come up from Yorkshire to attend their meetings, or A. J. Mundella, 
whose business was worked on anything but individualistic principles. 
In fact, the nearest approach to an “ individualistic’ Radical that I can 
think of among the supporters of the Trade Union claim to legal 
recognition was Mr. G. J. Lefevre, and I don’t think he or any one 
else for him would claim the Chairman of the Society for the Preservation 
of Commons as a representative of the class. It was to a Conservative 
Government that the Trade Unions owed two most important Acts in 
their favour, the Conspiracy and Protection of Property Act, 1876 
(38 and 39 Vict., c. 86), and the Employers and Workmen’s Act, 1876 
(38 and 39 Vict., c. 90). And Mr. and Mrs. Webb in their “‘ History of 
Trade Unionism,” p. 271, speak of the “bitter anger which had been 
created’ about this period “ by the obtuseness to the claims of labour 
of the Liberal leaders of the day. Not content with turning a deaf ear 
to all the representatives of the workmen, they had, with blundering 
ignorance, retained as Secretary of the Liberal Association of the City 
of London the Mr. Sidney Smith who had, since 1851, been the 
principal officer of the various associations of employers in the 
engineering and iron trades .... a bitter and implacable enemy of 
Trade Unionism.” 

My memory may no doubt fail me, but I cannot call to mind one 
single “individualistic” Radical who was a friend to Trade Unionism 
in early days. Trade Unionism is, indeed, essentially anti-individualistic. 


I am, Sir, 
Your obedient servant, 
J. M. LUDLOW 


Upon this letter Mr. Lees-Smith offers the following com- 
ments :— 


Mr. Ludlow appears to use the word “individualistic” in a rather 
restricted sense. When contrasting, as I was, the opinions of State 
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Socialists, such as Mr. Tom Mann, with those of a group of Radicals, I 
feel justified in distinguishing the latter as individualistic. Mr. Ludlow, 
however, I notice, would not allow me to say that Adam Smith and 
Ricardo were individualistic in comparison with Mr. Tom Mann. He 
quotes Mr. and Mrs. Webb’s History of Trade Untonism, but he will 
find that eleven pages further on (p. 282) they use the term in the same 


sense as I have. 
H. B. Lees-SMiItTH 











RECENT PERIODICALS AND NEW BOOKS 


The Economic Review. 
October, 1904. 


The Rural Exodus. Rev. Dr. F. W. Bussey. Some Social Aspects of 
Spain. Miss E. A. Barnett. The Housing of Cambridge. H. 
Caytey. The Choice of Employment for Boys. Rev. 8. J. Gres. 
The Co-operative Congress at Budapest. H. W. WourFr. 





Journal of the Royal Statistical Socvety. 
September, 1904. | 


Local Expenditure and Local Indebtedness in England and Wales 
R. J. Toompson. Reports on the Production and Consumption of . 
Meat and Milk injthe United Kingdom. (The reports of a Com- 
mittee of the Statistical Society.) Observation on the Production 
and Consumption of Meat and Dairy Products. R. H. Rew. 
(Referring to the reports printed in this number.) Changes in 
Wages and Real Wages in Belgium. Prof. E. Manarm. The 
changes in real wages are ascertained by an index number based 
on retail prices. The Distribution of Women in Occupations, Miss 
B. L. Hurcuins. 





The Nineteenth Century. 


Shall we Restore the Navigation Laws? Bensamin Taytor. The 
Pinnacle of Prosperity. J. W. Cross. The Situation in 
Australia. Tom Mann. 





Contemporary Review. 
September. r 


The Small Industries of France. Trix Givskor. 


November. 


Agricultural Research in England. A.D. Haux. An account of the 
experiments at Rothampstead. 
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National Review. 


September. 


The Slump in Shooting-Rents. C.J. Cornisu. 





In the Edinburgh Review for October, 1904, in an article on 
Mr. Chamberlain's Proposals, current arguments for Protection of 
Manufactures and Preferential Tariffs are found, even when legitimate 
in form, to be inapplicable under existing circumstances. Among 
brilliant points the following are noticeable. (1) As to Professor Ashley’s 
argument based on the condition of the ‘ miscellaneous industries ”’ : 
‘Why should a check imposed upon steel imports transfer labour to 
British steelworks from sweating dens” rather than from those ex- 
panding industries which are of high grade? Why not employ the 
direct remedy of workshop regulations rather than a dubious and 
roundabout device? (2) It is argued by mathematical analysis that 
a given endowment to the Colonies can be conferred with less loss to 
the mother country by a bounty on imports from the Colonies than 
by a tax on imports from foreign countries. 





The Independent Review. 
October, 1904. 


A Broad View of the Fiscal Controversy. Lord Monxswenyu. A 
slashing denunciation of Mr. Chamberlain’s policy. Tramping as 
a Tramp. R.G. K. Ensor. Having tramped in the guise of a 
pauper from Moffat into County Durham, the writer (a distin- 
guished alumnus of Oxford) records his experiences, with reflec- 
tions unfavourable to existing arrangements. 





In the Women’s Industrial News for September, 1904, an article on 
Equal Pay for Equal Work, by Mrs. Barspara Hammonp, advocates 
that in cases where women “compete with men for the same work it 
should be urged on the men’s Unions to admit women on a lower 
scale of pay which will compensate for such disadvantages as they 
possess. . . . The true equality would be reached when an employer 
pays his workers at such a rate that his choice of a man or a woman 
is dictated by suitability and not by cheapness.” 


In the Scottish Historical Review for July and October, 1904, Prof. 
W. 8. Scorr continues his description of Scottish Industrial Under- 
takings before the Union. [Cf. Economic Journan, XIV. p.159.] 
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Quarterly Journal of Economics (Boston). 


August, 1904. 


Ricardo’s Theory of Value. J. H. Hotuanper. A development in 


Ricardo’s theory is shown by reference to his Letters and successive 
editions of his Principles. The Right to Labour. Joun Bascom. 
A plea for combinations of labour. The Distribution of Money. 
O. M. Spracur. The amount of money both within and without 
the banks in the United States has increased during the period 
of prosperity since 1896 (from about £300 to £480 millions) ; and 
the fiduciary circulation, as measured by deposits, loans, and 
clearings, even more rapidly. Increase of production with higher 
prices leads to higher wages, and higher wages to greater require- 
ment for money. The Inheritance Tax in the American Common- 
wealths. 8S. Hurpner. What Determines the Value of Money. 
Cuartes A. Conant. The quantity theory is questioned. ‘‘ There 
cannot be a change in general prices as the result of changes in 


the value of money, but only change in particular prices,” “A 
decreasing rarity of money... will not leave other articles in 
exactly the original ratio of value among themselves.” The 


Movement of Wheat-growing. C. W. THompson. The cause of 
the westward movement of wheat farming and the size of the most 
economic wheat farm are shown by the vicissitudes of cultivation 
in the counties of Minnesota. 





Political Science Quarterly (New York). 
September, 1904. 


Monopoly and Tariff Reduction. J.B. Cuarx. Municipal Accounts. 


F, A. Cuevetann. The Street Trades. J.C. GoupMARK. 





The Journal of Political Economy (Chicago). 
September, 1904. 


Marginal Units in the Theory of Distribution. J. A. Hopson. 


Undeterred by criticism the writer renews his attack on the 
Marginal Shepherd. The Trust Problem. H. E. Monraomery. 





The Annals of the American Academy (Philadelphia). 
September. 


Arbitration of Industrial Disputes. E. E. Cuark. The New Unionism. 
Ww 


EK. Watuine. Woman's Place in Industry. ... SopuHis 
YUDELSON. 
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Journal des Economistes (Paris). 


September, 1904. 


Les Travaux parlementaires de la Chambre des Députés. A. Lresss. 
Chambres de travail ow Chambres owvriéres. ComBEs DE Lgs- 
TRADE. Mowvement scientifique et industriel. D. Beier. 


October. 


L’ Expulsion des Morisques d’Espagne. E, Castetor. La Protection 
des Faibles. H. Bovir. Le Mouvement financier et commercial. 
M. ZaBLev. 


November. 


Le Régime futur du Gaz & Paris et le Projet de Régie directe. E. 
Letourneur. Les Frangais du Canada a l Exposition de Saint- 
Lowis. LaABorer. 





Revue d’ Economie Politique (Paris). 
August—September, 1904. 


Sur la Rente des Consommateurs. Brua Amprosovics. (Continued and 
concluded.) La Classe moyenne en Hongrie. Le Comte pz Marnatu. 
Un précurseur de Malthus: Giammaria Ortes. E. Vinuny. On the 
forgotten author of Riflessiont sulla populazione (1790). 


October—November, 1904. 


Retraites owvriéres et Risque professionel. A. Boissarp. L’Influence de 
la Monnaie et du Crédit sur les Prix. L. Duscuesne (“ de la Royal 
Economic Society’). Our fellow-member makes a contribution to 
the “quantity” theory of money. Le Communisme agraire de 
Robert Owen. E. Douueans. La Coopération au Danemark. O. 
Rosengvist. Chemins-de-fer Américains. A. BE, Sayous. 


In the Economiste Francais for September 10, M. A. RaFFraLovicn 
ably summarises Bilder aus der Berliner Statistik, by Professor 
Hirschberg, the director of the Berlin Statistical Bureau. In the issue 
for November 19, M. Prerre Leroy-Beautieu referring to the sup- 
pression of the Octrot at Lyon draws a not encouraging lesson from 
the experience thus obtained. 





, Among numerous articles in the monthly issues of the Revue 
Economique Internationale (Brussels), we notice (October) Progrés de 
l’ Industrie Frangaise, by M. Eine Levasseur, showing from a review 
of different industries that the wealth of France has increased during 
the last thirty years. In the same number M. Inama STERNEGG on 
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l’ Economie du Monde moderne suggests a customs-union of continental 
European Powers to match the United States, the British Empire, and 
other agglomerations. 





The Bulletin de l'Institut International de Statistique, Tom. XIV. 
liv. 2 (Berlin: Sittenfield, Pp. 488), includes a paper by M. A. 
NeymMarcK on the best mode of presenting the accounts of companies 
(sociétés anonymes) for the purpose of international statistics. The 
report of the Commission on the Incidence of Customs Duties presents 
papers by M. P. pe Essars, M. Levasseur, and others. M. Rarra- 
LOVICH contributes a note on the difference observed between prices in 
home and foreign markets; for the United States fifty-four such 
differences, expressed as percentages of the home price [of which 
the median is 40]. Prof. Bortkrewicz discusses the method of the 
‘Standard Population.” 





Jahrbiicher fiir Nationalékonomie (Jena). 


August, 1904. 


Die rationelle Ausgestaltung der Matrikularbeitrége. H. Korrz. Das 
Steigen des Rupienkursen. Otto Heyy. 


September. 


Das Steigen des Rupienkursen. Otro Heyy. (Continued and ended.) 
Zur Bestewerung der Aktiengesellschaften im Oesterreich. E. 
STEINITZER. 


October. 


Der Streit wm den Charakter der altgermanischen Sozialverfassung. 
M. Weser. Zur Geschichte der Agrarkrisen. H. Levy. 





In Jahrbuch fiir Gesetzgebung.. . (Leipzig), Prof. ScHMOLLER 
writes on The Americans, referring to Prof. Hugo Miinsterberg’s recent 
book. 

The Zeitschrift fiir die Gesamte Staatswissenschaft, No. 4, 1904, has 
(inter alia) an article on the scholastic doctrine of justwm pretium. 

The Archiv fiir Soztalwissenschaft und Sozialpolitik, Band XIX. 
Heft. 3 (Sept. 1904) (Tiibingen). Dreizehn Jahre sozialen Fortschrittes 
in Neuseelan. Ricnarp H. Hooker, London. Gesetzgebung: Die 
neuere Kinderschutzgesetzgebung in Deutschland und in Grossbritannien. 
Professor Dr. StePHAN BaveEr in Basel. 

[We regret that we have not space to record all the recent articles 
of the leading German periodicals. | 
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Giornale degli Economisti (Rome). 
August, 1904. 


Curve crescenti di ophelimita elementare e di domanda. U. Ricci. An 
increasing law of utility with an ascending demand curve some- 
times occurs. [Cf. Cunynghame, Economic Journat, Vol. IL, 
p- 39.] Il controllo sugl’ impegni delle pubbliche spese. V. 
ZANGORRA. 


September. 


Tentativt di ricerca sulle funzioni di domanda e di offerta... P. 
Boninse@ni. The simple case in which the indifference-curves 
relating to two commodities are linear for the parties on both sides 
of a market affords pretty illustrations of demand- and supply- 
curves. Sulle statistica der fallimenti. A. ContEutTo. Sulle zone 
franche doganalt. V.Giurrripa. French and Italian views on 
this palliative or expedient of Protectionism are set forth. Sulla 
mortalita infantile in Italia. F. Corriporr. Comparisons in 
respect of infantile mortality between different nations, sexes, 
Seasons, between town and country, marriage and illegitimacy, are 
set forth. Ireland shows best. Italy is improving. 


October. 


Sul modo di ricavare la pertodicita settimanale. P. Benint. A study 
in deductive statistics. Given the frequency of marriages per month, 
there is deduced the frequency per week. Swlla prescrizione dei 
bighettt di stato e di banca. A. GasparortTo. L’assicwrazione 
obbligatoria per la matermta. V. Goxnsi. La questione del vino 
meridionale. A. Bertouini. La speculazione e gli antichi trattatisti. 
E. SELLA. 


The August number of La Riforma Sociale contains an estimate 
of the “probable private riches of Italy,” by F. S. Nirrr; viz., 
£2,600,000,000. The relation between Trusts and Protectionism is 
discussed by Cesare Harnackx in later numbers. 





In De Economist (La Hague) for September, 1904, the statistics of 
banking and trade in the United States are analysed by M. G. M. 
BoIssEVAIN. 





Ekonomisk Tidskrift (Stockholm). 


Dr. CassEL, in the July number, treats of variations in the general 
level of prices. He considers an annual increase in the world’s gold 
stock of 2°65 per cent. necessary to maintain the average price-level. 
Short-term fluctuations in prices are, he thinks, not to be traced to 
changes in gold-supply. In the September number, an interesting 
study of the export trade and the geographical distribution of Swedish 
industries is given by Hr. Kny-AaBpera. 
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NEW BOOKS 


Anonymous. A Corner in Gold and our Money Laws. London: 
P. 8. King. 1904. Pp. 200. 2s. 6d. 


ASHLEY (Percy). Modern Tariff History. Germany, United States, 
France. With a Preface by the Rt. Hon. R. B. Haldane. London: 
J. Murray. 1904. Pp. 367. 


AsHueEy (Prof. W. J.). The Progress of the German Working Classes 
in the Last Quarter of a Century. London: Longmans. 1904. Pp. 164. 


Burney (J.). The Story of British Trade and Industry. London: 
Newnes. 1904. Pp. 224. Is. 


Caruite (W. W.). Economic Methods and Economic Fallacies. 
London: E. Arnold. 1904. Pp. 284. 


CuapmaN (Prof. 8. J.). The Lancashire Cotton Industry. (Pub- 
lications of the University of Manchester: Economic Series. No. I.) 
Manchester: University Press. Pp. 309. 


CUNYNGHAME (Henry). A Geometrical Political Economy. Ox- 
ford: Clarendon Press. 1904. Pp. 128. 

[The sub-title is; ‘‘ An elementary treatise on the method of explaining some of 
the theory of pure economic science by means of diagrams.’’] 


Duauip (CHartEs). The Stock Exchange. London: Methuen. 
1904. Pp. 173. 


[The machinery of the Stock Exchange is explained in popular language.] 


Harrison (A.). Women’s Industries in Liverpool. London: 
Williams & Norgate. 1904. 8vo. Pp. 64. 3s. 


Hirst (F. W.). Adam Smith (English Men of Letters). London : 
Macmillan. 1904. Pp. 248. 2s. net. 


Keynes (JoHN NevittE). The Scope and Method of Political 
Economy. Third edition revised. London: Macmillan and Co. 1904. 
Pp. 382. 


List (FREDERICK). The National System of Political Economy. 
Translated by Sampson S. Lloyd. New edition, with an Introduction 
by J. Shield Nicholson. London: Longmans. 1904. 


Mackenzie (V. St. Cuarr). The Dynamics of the Fiscal Problem. 
London: EH. Wilson. 1904. Pp. 312. 


Merepits (H.G.). Protection in France (Protection in Various 
Countries, edited by W. H. Dawson). London: P. 8. King. Pp. 189. 


[‘‘Economic science condemns the existing system, whether the individual 
economist be inclined to hope much or little from Scientific Protection.”} 


Montaau (E. 8.) and Bron (HERBERT). Canada and the Empire : 
an Examination of Trade Preferences. With a preface by the Earl of 
Rosebery. London: P. 8. King. Pp. 198. 

[In a short visit to Canada the authors found nothing to shake their belief in the 
evils of Protection.] 


Nicuouson (J. S.). The History of English Corn Laws, London: 
Swan Sonnenschein. 1904. Pp. 188. 
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Rogers (A. G. L.). The Business Side of Agriculture. London: 
Methuen. Pp. 163. 


Sevtey (Epira). Danish Poor Relief System: an Example for 
England. London: P. S. King. 1904. Pp. 131. 


STRAKER (F.). The Money Market. London: Methuen. 1904. 
Pp. 180. 


[A useful study of the concrete, which may with advantage be read along with 
the author’s papers on the same subject in the Journal of the Bankers’ Institute.] 


Sweden: its People and its Industry. Historical and Statistical 
Handbook. Edited by J. G. SunpBira. Stockholm: Government 
Printing Office. 1904. Pp. 1141. 


Warren (H.). The Customer's Guide to Banking. London: 
Richards. 1904. 8vo. Pp. 416. 6s. 


Wess (CATHERINE, editor). Industrial Co-operation: the Story of 
a Peaceful Revolution. Being an Account of the History, Theory, and 
Practice of the Co-operative Movement in Great Britain and Ireland. 
Prepared for the Co-operative Union by the Southern Co-operative 
Education Association. Preface by L. L. Price. Manchester: Co- 
operative Union, Ltd. 1904. Pp. xx., 278. 2s. 6d. 

[‘‘ The joint production of co-operative enthusiasts. . . . The main purpose of 
the writers of the book has been to gather together, and bring up to date, as compre- 
hensive an account as possible of the Co-operative Movement in Great Britain and 
Ireland, using as their chief sources of information the works of accepted authorities, 
and presenting it in such a manner as seemed best suited to the needs of the 
student.”] 

Wiuson (H. A.). Law in Business. London: Methuen. 1904. 


Pp. 152. 


Atxinson (E.). Facts and Figures. The Basis of Economic 
Science. Boston: Houghton, Mifflin & Co. 8vo. Pp. 202. $1.50. 

[A collection of essays devoted chiefly to free trade and peace. ] 

Bourmy (E.). The English People. A Study of their Political 
Psychology. New York: Putnam’s. 8vo. Pp. 332. $2.50. 

[An excellent translation.] 

Carver (T. N.). The Distribution of Wealth, New York: Mac- 
millan. 1904. 8vo. Pp. xvi., 290. 

Cuark (Prof. Joun Bates). The Problem of Monopoly. (Columbia 
University Lectures.) New York : Columbia University Press ; London: 
Macmillan & Co. 1904. Pp. 128. 

[Reviewed above.] 

Conant (C. A.). Wall Street and the Country. A Study of recent 
Financial Tendencies. New York: Putnam’s. 1904. Pp. 247. $1. 

(Contains essays previously published in magazines. ] 

Ferrer (Prof. F. A.). The Principles of Economics with Appli- 
cations to Practical Problems. New York: Century Co. 1904. 


Pp. 610. 
[‘‘The fifty-seven chapters represent the work of the typical college course in 
elementary economics.” . . . Critical discussions of controverted points in theory 


are avoided.] 
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Harrietp (H. H., editor). Lectures on Commerce. Chicago: 


Univ. Press. 1904. Pp. 387. $1.50. 


Hattori (Yuximasa). The Foreign Commerce of Japan since the 
Restoration, 1869—1900. (Johns Hopkins University Studies.) Balti- 
more: Johns Hopkins Press. 1904. Pp. 79. 


_ [The increasing amount and varying character of Japan’s trade are set forth ; 
with an explanation of the excess of imports over exports.] 


Jones (J. R.). The Sociology of a New York City Block. (Columbia 
University Studies.) New York: Macmillan. 1904. Pp. 1384. $1. 


Takaki (MasayosHt). The History of Japanese Paper Currency. 
(Johns Hopkins University Studies.) Baltimore: Johns Hopkins 
Press. 1903. Pp. 59. 


Taynor (H. C.). The Decline of Land-owning Farmers in England. 
Madison: Univ. of Winsconsin. 1904. 8vo. Pp. 66. 25 cents. 


VEBLEN (T. V.). The Theory of Business Enterprise. New York: 
Scribner’s. 1904. 8vo. Pp. 400. 


WatkER (Francis). Monopolistic Combinations in the German 
Coal Industry. Pubs. Amer. Econ. Assoc., 3rd Series, Vol. V., No. 3. 
8vo. Pp. 334. $1.25. 


[A study of the German coa! Kariell, based upon the latest official investigations 
and personal observations.] 


Belgique. Les industries 4 domicile. Vol. VI. (Office du Travail). 
Brussels. 1904. Pp. 1165. 


Barrime (JEAN). Projet d’Union Monétaire Universelle sur la 
base du Bimétallisme Or et Argent. Paris: Guillaumin & Cie. 1904. 
Pp. vii. et 135. 8vo. 


Bourcrois (L.). Les Applications sociales de la Solidarité. 
Paris: Alcan. 1904. 8vo. Pp. 261. 6 fr. 


[A series of essays by Brouardel, Gide, Monod, and others, edited by 
L. Bourgeois. ] 


CarmicHarL (R. §.). Les Projets fiscaux de l’Angleterre et nos 
Relations avec nos Colonies. Paris: Larose. 1904. S8vo. 1.50 fr. 


Faaniez (G.). Corporations et Syndicats. Paris: Lecoffre. 
Pp. 198. 


[Points of resemblance between the corporations of the past and the syndicats 
of to-day are discovered. ] 


Hewtrrericn (Karz). Russie et Japon: les Finances des Belli- 
gérants. Paris: Guillaumin & Cie. 1904. Pp. x. et 176. 12mo. 


[A translation from the German with additional documents. ] 


LavERGNE (ALEXANDRE DE). La Transmission de la Propriété 
immobiliére et |’ Introduction des Livres Fonciers en Angleterre. Paris : 
Guillaumin & Cie. 1905. Pp. 340. 

[A detailed study of the English Land Transfer Acts of 1875 and 1897, leading 


to the conclusion that the registration system ought to be the truly modern basis of 
real property. ] 








er 
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Lerivre (Emice). H. Taine. Paris: Guillaumin & Cie. 1904. 
Pp. 212. 12mo. 


Leroy-Brauuieu (Paut). Le Sahara, le Soudan et les Chemins- 
de-fer Trans-sahariens. Paris: Guillaumin & Cie. 1904. Pp. xiv 
et 493. 8vo. 

{An exhaustive array of arguments in favour of the construction by France 
of a railway across Sahara connecting Algeria with French Soudan, showing 
its technical and financial feasibility and its immense political and economic 
impor tance.] 

LevassEuR (E.). Histoire des Classes ouvriéres et de |’Industrie 
en France de 1789 4 1870. 2me édition entiérement refondue. Tome 
II. Paris: Rousseau. 1904. 8vo. Pp. 912. 12.50 fr. 


Mansvy (E.). La Comptabilité intégrale. Paris: Guillaumin & 
Cie. 1904. Pp. 400. 8vo. 


MANDELLO (J.). Bibliographia Economia Universalis. Brussels : 
Institut de Bibliographie ; London: P. 8. King. 1904. Pp. 199. 

(The second volume of this useful compilation relating to the year 1903 contains 
3908 entries (titres) as against 3455 for 1902.] 

Marck (Victor). La Vie communale en Bohéme. Paris: Guil- 
laumin & Cie. 1905. Pp. 144. 8vo. 

[Studies on the budget of Carlsbad, on communal finance in Bohemia, and on 
industrial taxation and the income-tax in Austria. ] 

Maury (F.). Le Port de Paris: Hier et Demain. Paris: Guil- 
laumin & Cie. 1904. Pp. 279. 12mo. 

[The history since the Revolution of the port of Paris, whose fluvial movement 
is almost equal to the total movement of the three principal French seaports, Mar- 
seilles, Havre, and Dunkirk. ] 

Nast (A.). Htude juridique sur les Sociétés coopératives de 
Consommation en Allemagne. Paris. 1904. Pp. 35. 


NeEyYMARCK (ALFRED). Finances contemporaines: II. Les Budgets 
(1872-1903). Paris: Guillaumin & Cie. 1904. Pp. 592. 8vo. 

[The history of the last thirty French Budgets considered under their different 
aspects. ] 

Nicoxaf (E.). La dépopulation des Campagnes et l’accroissement de 
la population des villes. (Rapport présenté au Congrés international 
d’hygiéne et de démographie tenu 4 Bruxelles en 1903.) Bruxelles: 
Weissenbruch. 1903. Pp. 70. 

Rousset (Et.). Manuel du Spéculateur et du Capitaliste. Paris: 
Guillaumin & Cie. 1904. Pp. 136. 12mo. 

Saint-Aanan (GABRIEL DE). Le Budget de Berlin depuis 1893. 
Paris: Guillaumin & Cie. 1904. Pp. 220. 8vo. 

(The last chapter is a comparative study between Berlin and Paris and on the 
prevailing tendencies of municipal finance in general. } 

Sayous (A. E.). Les Gréves de Marseille en 1904. Paris: L. Larose. 
1904. 12mo. Pp. 64. 1 fr. 

Waaner (A.), Les Fondements de l’Economie politique. Tome I. 
Paris: Giard et Briére. 8vo. Pp. 520. 10 fr. 

[A French translation of Wagner’s Grundlegung.] 
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Zouwa (Prof. D.). 
282. 3.50 fr. 





CatmerR (R.). Das Wirtschaft Jahr 1903. Erster Teil. Handel 
und Wandel in Deutschland. Jena: Fischer. 301. 


ConraD (J.). Grundriss zum Studium der Nationalékonomie: IV. 
Thl. Statistik; 2 Thl. Die Statistik der wirthschaftlichen Kultur. 
Jena: G. Fischer. 8vo. Pp. x—233. 5m. 


Exrmmow (Dr. Iwan). Das landwirthschaftliche Kreditwesen in 
Bulgarien. Tubingen: Laupp. 1904. Pp. 120. 


FauuBecu (Prof. Pontus E.). Der Adel Schwedens (und Finlands). 
Jena: Fischer. 1903. Pp. 361. 


[Statistics relating primarily to the nobility—their fecundity, age at marriage, &. 
—appear to possess a wider demographical interest. ] 





FisHer (Dr. Irvine). Kurze einleitung in die Differential und 
integralrechnung (Infinitesimalrechnung). Leipzig: Teubner. 1904. 
Pp. 72. 


[A translation by N. Pinkus of the work reviewed in the Economic JOURNAL. ] 


MarxowitscH (Dr. Boapan). Die Gemeinden und ihr Finanz- 
wesen in Serbien. Jena: Fischer. 1904. Pp. 101. 


OnckeN (H.). Lassalle. Stuttgart: F. Frommann. 1904. 8vo. 
Pp. vii—450. 5m. 


Renautp (E. von K.). Die Entwickelung der Grundrente u. 
Wohnungsfrage in Miinchen. Leipzig: C. L. Hirschfeld. 1904. 8vo, 
Pp. vi—210. 6.40 m. 


Sompart (W.). Die gewerbliche Arbeiterfrage. Leipzig: G. J. 
Géschen. 1904. 8vo. Pp. 144. .80m. 


GiovanninI (A.). Carlo Cattaneo Economista. Bologna: Zanichelli. 


JANNACOCONE (P.). I Tributi speciali nella Scienza della Finanza e 
nel diritto Finanziario italiano. Turin: Fratelli Bocca. 1904. 8vo. 
Pp. 125. 3.501. 


Lorin1 (ETEOCLE). Repubblica Argentina. Vol. II. Rome: Loescher. 
1904. Pp. 371. 12 fr. 


Nitti (F. §.). La Richezza della Italia. Napoli: Coop. Typograf. 
1904. 


Supino (Prof. Caminuo). Protezionismo marittimo. Citta di 
Castello: Lapi. 1904. Pp. 34. 


{In this reprint from the Rivista Marittima for July a review of various ex- 
pedients leads the writer to recommend a moderate subsidy of efficient steamers for 
military purposes, and for the rest complete freedom, relief from ‘‘ odious fiscalisms 
and unjust burdens.’’] 






Questions agricoles. Paris: A. Colin. Pp. 
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